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*** You Wouldn't Think that 
just standing on a running-board 
to brush off the front seat would 
merit a _ traffic violation ticket, 
would you? Yet a Salt Lake City 
motorist was “tagged” for just 
that. Probably the fact that he did 
his car-cleaning while driving 42 
miles an hour had something to 
do with it. 
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THERE’S NO LIMIT 


to the distance from Los Angeles at 
which one may find a “City Lim- 
its” sign. After years of voicing 
their pride at this city’s wonderful 
growth and extensive area, some 
super-enthusiastic municipal boost- 
ers have taken to placing these 
boundary signs in various other 
states of the Union, and one or two 
even as far as the Orient. What 
will happen, though, if somebody 
in Hawaii or China flashes a hurry 
call on a 3-alarm fire? 


*** Benjamin Franklin was 
born Jan. 17, 1706, just 235 years 
ago. His was one of the great 
minds of the ages. He was espe- 
cially keen on thrift, as any reader 
of Poor Richard’s Almanac knows 
full well. He also had quite a bit 
to do with a Revolution that start- 
ed over a tax. These reveries lead 
us, Senator, to muse on what stand 
Franklin would take today re great 
and growing gasoline taxes. We’re 
pretty sure just what Poor Richard 
would say. Life was simpler in the 
old days, but a penny saved is still 
a penny earned. 


* * * Old Man Weather, with his 
temperamental outbursts of un- 
usual cold or heat, is constantly 
posing new problems for the petro- 
leum chemist. He joins forces with 
new metals and alloys, introduced 
into modern engines, which under 
certain conditions may cause cor- 
rosion and varnish troubles. Every 
time a radical change in engine de- 
signs occurs, the legion of research 
men in the great Esso laboratories 
begin their inquisition. They give 
all kinds of lubricating oils “the 
works.” The point where the oil 
fails and the engine gives up is 
carefully noted. Once things were 
simpler. During the motor car’s 
cradle days all a motor oil was ex- 
pected to do was to resist friction. 
Modern engines are something else 
again. In these, motor oils must 
negative the action of certain 
chemicals formed by motor opera- 
tion. They must also remain thor- 
oughly protective under the ex- 
treme pressures and temperatures 
which characterize today’s enor- 
mously increased power output. 
All these problems may turn the 
chemists’ hair a little grayer, but 
as they are solved one by one, the 
result is a salutary one for the 
motorist—better and better motor 
oils sold at the Esso Sign. 


* * * Fate is a Double-Dealer at 
times, and a Pana, II1., man resents 
it strongly. He smelled smoke and 
dashed into a neighboring hotel 
room to rescue a sleeping guest 
from a flaming mattress, fired by 
the latter’s cigarette. The first 
thing the fire-laddies did when 
they arrived on the scene was to 
heave the burning bedding out the 
window. It landed squarely on the 
car of the recent hero, damaging 


it severely. As far as he is con- 
cerned, those Alger stories work 
out better on paper. 


* * * Most Mysterious Hold-up on 
record happened lately near Som- 
ers Point, N. J., when the driver 
of a loaded truck was forced to 
the roadside by several carloads 
of men who told him to “scram.” 
He returned to the scene of the 
crime with a bevy of policemen. 
There they found the truck com- 
pletely hijacked of its load. The 
mystery is: what did the bandits 
want with the loot? It was three 
tons of garbage, consigned to a 
county hog farm! 


ORCHIDS FOR 





GREENHOUSE FULL OF ORCHIDS 


to that salesman of Wilmington, 
Del., who has made one of the out- 
standing driving records of all 
time. He has motored one million 
miles without an accident, arrest 
or even a parking ticket! 


*** Fourth Consecutive Year 
without a motor accident death 
started recently at Southbridge, 
Mass., which has a population of 
some 16,800 souls. The Police 
Chief of Southbridge believes it is 
the safest of its size in the nation. 
If your town can equal or better 
this fine record, send the details to 
Northrop Clarey, Standard Oil 
Company (N.J.), 30 Rockefeller 
Plaza, New York City, and we'll 
tell the world. 
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FDR: ‘AMERICA IN DANGER"................ P. 9 


Razor-sharp is the President’s belief that this 
nation cannot live at peace in a totalitarian- 
dominated world. That is the bare fact. behind 
all of the White House maneuvers. This week 
The United States News presents a comprehen- 
sive survey of the background on which the 
President bases his belief . . . of the outlook 
as it is mirrored in Administration tactics. 


POWER TO AID BRITAIN ..........cccccseeeeeees P. 11 


Getting down to brass tacks, the President 
makes ready to throw open the vast resources 
of America to Britain and any other nation 
willing to fight the dictator bloc. At the same 
time, by a reshuffle among the admirals, the 
President makes certain that the “three-fleet 
plan” will keep the doors to those American 
resources open. Read about the workings of 
the “lend-lease” plan ... the strategy behind 
the new naval command. 


PRODUCTION AND DEFENSE.............. P. 12 


This is a logical corollary to the above- 
mentioned articles. An “all-out” program de- 
signed to aid Britain means an “all-out” defense 
program, devoid of costly bottlenecks. The 
problem facing the White House is tricky. 
First signs appear that this country cannot 
have its guns and continue to sustain a nice, 
buttery economic diet. Tricky too is the prob- 
lem of shortages in key industries which may 
cause serious delay in the “all-out” program. 


UNLIMITED ARMS BUDGET................ P. 14 


The new budget presented to Congress by the 
President is to all appearances a “war budget.” 
The Chief Executive asks for a virtual blank 
check. Money, as money, doesn’t mean very 
much. Money from the Administration’s view- 
point is just a transition between a defense 
blueprint and a war machine to safeguard the 
democracies’ interests. Presented is a simple 
analysis of just what the budget calls for, how 
it differs from normal years, what it will mean 
to the average businessman and householder. 


THE HOPKINS MISSION............ccceceseesee- P.15 
Mr. Roosevelt’s personal representative, Harry 
Hopkins, landed in London in the midst of an 
air raid. The nightly blackout through which 
he was whisked on official business was his 
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second impression. By now he has talked with 
Prime Minister Churchill, received the inside 
story from other government leaders, business- 
men, representatives of the man in the Street. 
This article reveals that what Mr. Hopkins 
brings back to the White House may well be 
the prologue to a new era, the first chapter of 
which will be titled, “The Democratic Axis— 
and how it plans to function.” 


WHAT PRICE DEMOCRACY ?..........000 P. 20 


This week’s Pictogram measures the actual cost 
of the defense program in dollars and cents, as 
against the cost of the last World War. The ac- 
companying article measures the cost of the 
present program in terms that make even more 
sense to the average citizen. 


EYES ON SOUTH AMERICA.................. P. 34 
Solidly bulwarked by realistic brains and cold 
dollars, Nelson Rockefeller is taking democ- 
racy’s battle into the heart of Latin America. 
This week’s Newsgram is a punch-packed ar- 
ticle of how Uncle Sam is attacking totalitar- 
ianism on the commercial, cultural and com- 
munications fronts below the Rio Grande. 


SWASTIKA IN WASHINGTON.............. P. 44 
Chill winds blow about the red-brick building 
on Massachusetts Avenue which houses Adolf 
Hitler’s diplomatic representatives in the capi- 
tal. Here is an accurate and unbiased account 
of what it is like these days to represent Nazism 
in Washington. 
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‘Total Defense’ Under Way . .. Expanding Our Naval Forces... 


U. S. Food for Spain, France .. . New Controls Over Exports 


National defense plans broaden 
into a huge, unprecedented legisla- 
tive program, approved by a White 
House conference and introduced in 
Congress —in the House as “H.R. 
1776” — conferring sweeping powers 
on the Executive .. . Joint bill pro- 
vides for authorization to carry out 
Mr. Roosevelt’s plan to make the 
U. S. an “arsenal for democracy” and 
to supply ships, planes, tanks and 
guns to Britain and other govern- 
ments, including China and Greece. 

The bill, on which hearings will 
be speeded, includes a program of 
lending and leasing supplies, and a 
surprise provision to permit repair 
and outfitting of British warships in 
American ports . . . Action follows 
President’s personally delivered an- 
nual message at a joint session of 
Congress and presentation of a budg- 
et of more than $17,000,000,000 for 
“total defense of our democracy,” 
including 11 billions earmarked im- 
mediately for national defense, and 
more billions yet to come. 


xk 


Two-ocean navy becomes effective 
February 1, as three fleets are 
created, one each for Atlantic, Pa- 
cific and Asiatic waters . . . Presi- 
dent authorizes 42,000 increase in na- 
val man power . .. Army forces in 
Caribbean area, including Panama, 
are unified with Lieut. Gen. Van 
Voorhis in supreme command. 

Rear Admiral Towers tells House 
committee 4,000 planes will be added 
to Navy in 1941 ... President creates 
a new superdefense agency, Office of 
Production Management. 

Britain lifts blockade for Ameri- 
can Red Cross food relief late this 
month to Spain and _ unoccupied 
France, and to Finland if Finland 
remains neutral . . . President pro- 
claims strict export license regula- 
tions on copper, brass, bronze, zinc, 
nickel and potash .. . Maritime Com- 
mission says all new vessels being 
built for U. S., and some old ones, 
will be equipped with magnetic belts 
as safeguard against stray mines. 
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Congress, after counting electoral 
votes at joint session, declares Presi- 
dent Roosevelt was re-elected ... 
Senate elects as its president pro 
tempore, Mississippi’s Pat Harrison, 
succeeding Senator Pittman in that 
office, with Kentucky’s Alben Bark- 
ley as majority leader. 

House Naval Committee Chairman 
Vinson introduces bill authorizing 
$315,000,000 to expand naval ord- 
nance production and $194,000,000 
for shipbuilding facilities . . . Navy 
announces all of the 50 overage U. S. 
destroyers, traded for British naval 
and air bases, are now in the hands 
of the British . . . Keel of 45,000- 
ton battleship Missouri, $100,000,000 
floating fortress, is laid at Brooklyn 
Navy Yard. 

Chairman Gillette of Senate Cam- 
paign Expenditures Committee says 
that at least $21,746,000 was spent 
by the two major political parties 
during recent national elections. 

Supreme Court upholds constitu- 
tionality of oil production proration 
orders issued by Texas Railroad 
Commission . . . upholds right of 
National Labor Relations Board to 
order an employer to sign a written 
labor contract with a union if an 
actual agreement has been reached 
. . . Federal grand jury at Philadel- 
phia indicts eleven baking companies, 
thirty officers and two others on 
charge of conspiracy to fix prices of 
bread and bakery products. 


x *k * 


Russia and Germany sign a friend- 
ship pact and commercial treaty 
providing increased economic ex- 
changes . . . American Ambassador 
Leahy confers with Marshal Petain 
at Vichy, France .. . President’s 
personal representative, Harry Hop- 
kins, talks with British leaders at 
London. 

British forces capture more Italian 
strongholds in Africa, encircle Libyan 
port of Tobruk . . . Ethiopians rise 
in revolt against Italy ... Italy re- 
organizes Fascist leadership, calls to 
the colors 250,000 youths. 
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A war is loose in the world. Men and 
metals must be drafted to meet a dire 
emergency. 

The biggest job aluminum has right 
now is to help defend America. For 
that job, this nation needs more alu- 
minum than was ever used before. 

To provide that amount of aluminum 
the industry must now more than 
double, in a matter of months, the 
production facilities it had built up 
through more than half a century. 

Aluminum Company of America, 
as part of the industry, has undertaken 
to carry out now a program of expan- 
sion which in normal times would 
require two decades. 

This company alone is investing 
over one hundred and fifty million 


dollars in new factories . . . new mills 
...New machinery ...new dams... 
new power projects . . . new ships. 


From the 1939 all-time annual peak 
production of 327,000,000 pounds, 
Aluminum Company of America ex- 
pects to be producing at the rate of 
more than ‘700,000,000 pounds per 
year before the end of 1942. 


ALUMINUM COMPANY 


Mr. Smith's Home 
Your Town 








— MAIN ST. 


U.S.A. 


But in the meantime, defense re- 
quirements come first. As an example, 
the railroads who use aluminum for 
streamlined trains may have to wait 
for the aluminum alloys which would 
be supplied promptly in normal times. 
The very qualities which make alu- 
minum desirable for streamlined trains 
are among the factors which make it 
so valuable for the defense program 
... and which give defense a prior call 
on the metal immediately available. 

If you find it difficult at the moment 
to get all the aluminum you want, 
when you want it, you will know that 
aluminum has gone off to defend your 
home and your country. 

When we supply aluminum for 
National Defense in this crisis, your 
business and your family are served in 
an infinitely deeper sense than if the 
aluminum actually went to you. 

And when the emergency is past, 
there will be more aluminum than was 
ever available before . . . lower prices 
...and more ways in which aluminum 
can serve industry and the nation. 


ALCOA 














COMING: 


A Prevue of Aluminized America 


When war is done . . . when peace is here 

. when people and markets are once more 
free . . . you will see such an upsurge in the 
use of aluminum as to make this in a very 
real sense an Aluminized America—lighter, 
brighter, and more efficient. 

What willan Aluminized America mean to 
industry, agriculture, and the American home? 

Some of the things it will mean are still 
locked in the minds of research men and 
development engineers. But some are very 
plainly indicated. In future advertisements 
in this space, we hope to show you some of 
the trends that may affect all of us. In one 
way or another, they will all grow out of 


Aluminum’s Economic Advantages 
Here are 12 of them: 


Light Weight Workability 

High Resistance to Non-magnetic 
Corrosion Non-toxic 

High Electrical Strength in Alloys 
Conductivity Non-sparking 


High Reflectivity for Appearance 
Light and Radiant High Scrap and 
Heat Re-Use Value 

High Conductivity for Heat 


This, then is a prevue of a prevue 
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AMERICA 

















Ridin High 
Wide and 
Handsome 


a 
@ They’re the pride of any fleet .. . powerful looking, 
smart looking, dependable looking! 
But ... “Handsome is as handsome does,” they say. 
= 


Well—here are trucks everybody votes for: The 
buyer—(that’s you)—because you pay less for the 
gas, oil and upkeep of these staunch, quality-built 
trucks. They’re engineered throughout for economy! 
Truck drivers like ’em, too! Easy to get in and out! 
Easy to handle! Easy to ride in—all day long! 


CAB-OVER-ENGINE 


TRUCKS 


AVAILABLE 


You want to know, of course, what these modern 
cab-over-engine haulers will do on your job; how 
they'll save money—why they’ll save money. 


Drop in on your Dodge dealer. He has the answers 
. including the right truck, the right price, the 
right terms ... for you! 


DODGE DIVISION, CHRYSLER CORPORATION, DETROIT, MICHIGAN 





Space Savers | | Work Savers | | Time Savers | | MoneySavers; 


1. ECONOMY 
FEATURES 


2. LONG-LIFE 
DESIGN 












UP TO 
10 FEET LESS 
TURNING 








3. QUALITY 
‘ © \_ DIAMETER. MATERIALS 
HIGH DRIVER SEAT— 4. PRECISION 
CHASSIS UP TO 2/2 FEET LESS FASTER AND SAFER WORKMANSHIP 
RD OVER-ALL LENGTH. TRAVEL IN TRAFFIC. 
































DEPEND ON DODGE 
Sob-Ralecd TRUCKS 


Ya Val 1 2°3-TON CAPACITIES 112 STANDARD CHASSIS AND BODY MODELS ON IBWHEELBASES (fod -Rated MEANS: A TRUCK THAT FITS YOUR /J08 








FROM THE a 


NATION’S vf Oth O WV O W LOOK 


CAPITAL Title Reg. U.S. Pat. Of. AHEAD 





























Title Reg. U.S. Pat. Off. 


Newsqvaiay 


U. S. now will go to work; will replace drift with action; will have an aim 
in life. The aim: to do in one year or in 18 months what Hitler took six years 
to do and what Britain didn't do in four; to make U. S. impregnable on land, in the 
air, at sea; to make sure that England is not defeated when attack comes. 


2201 M Street, N. We 
Washington, D. C. 








Long-time worry over spending and debt, over Government in business, over 
war is gradually to fade; is to be displaced by a striving for a goal, by the great-= 
est national effort since 1917-1918. The result: This nation's ingrowing infe- 

riority complex of recent years will give way to new confidence. The country will 
+ begin to feel its brawn. Effect is going to be pleasant, even exhilarating; will be 
| reflected in a new feel of real U. S. power, the as yet untested U. S. strength. 








All of this means: Roosevelt definitely has fixed the country's course; has 
left Congress little choice but to follow; has set the goal as "victory." Task 
now is to get results; to get every ounce of production out of industry; to get 
uninterrupted work out of labor; to see that wheels are not clogged by price spi- 

a rals. There will be rising income for workers, rising orders and somewhat bet= 
ter profits for industry, jobs for most of the idle, careers in the Army and Navy 
for many young people, plenty of taxes for all. Essentially: It is to be an arma- 
ment economy, a period of expansion, of inflating activity. 








Is it war? Not unless called that by Germany or Japan or Italy. It might 
temporarily be called non-fighting belligerency. But: It can become outright 
belligerency; it can later involve use of U. S. warships. Reason is that, if Brite 
ain holds, this Government is not to sit on the sidelines while American air- 
planes, American tanks, American guns are sent to the Atlantic's bottom before 
reaching Britain; is not to shrink from attempting to assure delivery. 


This is a reporting of inside views, a reflection of growing executive dome 





: ination, a recognition that the President regards German-Italian-Japanese alli- 
4 ance as essentially a promise to attack U. S. now or later. 
* * 


Cue to the future is found: (1) in Roosevelt budget. (2) in lend-lease plan, 
(3) in powers for Knudsen-Hillman new Office of Production Management (OPM). 
President's budget is a war budget; lend-lease plan is an underwriting of the 
British that is little short of war, is a granting of widest possible discretion 
to the White House; OPM represents machinery for a wartime effort by industry. 





To be noted: Roosevelt will try to spend $5,000,000,000 on armament in 
next five months; will aim to spend $11,000,000,000 on arms in year beginning 





(over) 


JANUARY 17, 1941 , 










NEWS GRAM=-TOMORROW--= (Continued) 



















July 1. This means: as great a national effort as in the last year of the pre- 
vious war; a testing of industry's ability to produce; an arming as great as that 
of actual wartime. Also: the OPM job is to organize U. S. industry for maximum 

output, for maximum use of dollars. "Money no longer means anything." 











What comes afterward? Maybe the deluge. Nobody really knows or can know 
at this stage. It depends upon who wins the war; upon whether Britain is saved; 
upon Hitler's moves if Britain is conquered. Most that can be said is that Roose- > 
velt is thinking in terms of a British-American merger, of a victory in which two 
empires can share, with underwriting of a new period of world economic develop- 
ment. Actually: Highest officials are looking forward to a long period of world 
struggle, to continued war even if U. S. aid to Britain should not arrive in time, 
to a test of strength, outcome of which cannot now be forecast with certainty. 





Big question now is whether U. S. aid will be in time to save the British; 
whether Hitler is going to be able to win with a 1941 blitzkrieg. Betting odds 
here are better than 50-50 that Britain will stand under the coming attack; that 
the most violent attack the Germans can organize will not be enough to break 
British resistance; that by late summer U. S. help will be tilting the balance. 











The expectation: that Hitler will make a feint or full-dress attempt toward 
invasion of Ireland. The purpose: (1) to draw out the British fleet where it 
might be subject to air and submarine attack; (2) to get a foothold in lightly 
defended Ireland as another base for launching invasion of England; (3) to divert 
attention while preparing an all-out invasion of Britain herself. The alterna- 
tive: a continuing war of attrition in which American naval and air power grad- 
ually will be brought to bear. 
































Military view is that any invasion attempt will center heavily in the air; 
that it will come at night with planes dropping thousands of parachutists to pre- 
pare the way for air troop transports; that it will be accompanied by co-ordi- 
nated assault by water from many directions, with this assault coming at night 
when fighter plane resistance cannot be so effective. View is that German ef- 
fort for many months has been directed at preparation for this attack; that its 
violence, if made, will be unprecedented. But: There is increasing confidence 
in U. S. Army and Navy that the British have more than an even chance of success- 
ful resistance. 





New Congress is all wrapped up in what the President says is an emergency. 
Attitude is one of considerable bewilderment; is based upon a desire to keep out 
of war, but a fear that to block Roosevelt might be to jeopardize national inter- " 
ests. Interest in anything but defense and aid to Britain and appropriations is 
negligible. 





Lend-lease: House will give President powers he asks, with little delay. 
Senate eventually will concur, after delay. Economy: It simply is not in the 
cards with a budget of $17,000,000,000 in expenditures. Money control: White 
House and Treasury influence will quietly be exerted against Eccles's plan to 
give Reserve Board inflation-control powers. WPA: May be cut further than 
Roosevelt asks. AAA: Will be given all the money Roosevelt asks as farm sube 
sidy. Unemployment insurance: Might be elimination of exemption for employers of 
fewer than eight persons, 
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MACHINERY OF propuction |__| MACHINERY OF CONTROL 
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VITAL to THE NATION'S 
EXPANDING PRODUCTION 


FIGURES OF CONTROL 


Estimates, specifications, commit- 
ments, budgets —even before pro- 
duction starts. 

* 
Pay checks, earnings records, and 
other labor accounting essential 
to employment. 

. 
Control records to regulate the 
flow of materials and parts to 
the scheduled rate of output. 

o 
Management figures upon which 
to base quick and sound decisions 
affecting orders, stock, production 
and shipments. 





Back of men, money and materials in an expanding 
production program—back of busy ship lanes and 
crowded rails—are the vital figure-facts that enable busy 
executives to make quick and sound decisions affect- 
ing orders, materials, production and shipments. 


For many years Burroughs has supplied industry with 
machinery of control—machines that furnish informa- 
tion and reports while they are news, not history. 


Now—when there is less time in which to achieve 
maximum production—today’s Burroughs machines 
provide the required records and figure controls in 
less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICH. 


jodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 
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HYDRA-MATIC DRIVE 


offered tn the 
BIGGEST LINE OF CARS IN OLDSMOBILE HISTORY! 











Three Sixes! Three Eights! Three ver- 
sions of streamline style. That’s what 
Olds offers—six and eight cylinder 
models of the magnificent Custom 
Cruiser, the stunning Dynamic Cruiser 


and the big, low-priced Olds Special! 
























No other “drive” in the world 
* is like Hydra-Matic Drive—no 

|  otherdoes so much for thedriver. 
Hydra-Matic is the only 
“drive” that combines fluid cou- 
pling and a fully automatic 
transmission —the only one that completely 
eliminates the clutch and all manual gear 
shifting—the only one that provides full accel- 
erating power without shifting gears by hand. 
With an Olds Hydra-Matic, half the 


effort of driving is gone! In city driving, 


NO CLUTCH! 
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Car illustrated: Dynamic Cruiser Club Sites a ae a Six or an Eight 











you save 30 to 40 operations a mile—and 
you get quicker getaway, greater flex- 
ibility and smoother all-round performance. 

On the open road, Hydra- Matic Drive 
gives you a special fourth ape for cruising 
—a special pick-up gear for passing other 
cars and climbing hills. It improves traction 
on slippery pavements— increases mileage 
on gasoline. 

Visit your Oldsmobile dealer—pick the 
Olds model of your choice from the 20 
styles offered—then try Hydra-Matic Drive! 









eg ASAD 
ay Ast 


Built and backed by General 
Motors... proved by thou- 
sands of owners... Hydra- 
Matic Drive is offered in all 
Oldsmobile models for 1941. 
* OPTIONAL AT EXTRA COST 
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AMERICA IN DANGER— 
PRESIDENT’S WARNING 


Lend-Lease Plan of Aid to Britain Viewed as Our War Against Axis 


Perils that would face us 
if Nazis win. The objectives 
of co-operation with England 


The fact: The dividing line between de- 
fense and war is growing very thin in 
White House planning. President Roose- 
velt is convinced that the United States 
cannot live peaceably in a world domi- 
nated by Germany-Italy-Japan. The re- 
sulting presidential decision is that Great 
Britain cannot be permitted to fall if the 
United States can prevent it. 

Mr. Roosevelt is looking ahead to a 
merger of interests between the British 
and the American empires designed to 
chart reorganization and operation of the 
world’s economic system. 
This merger is being fur- 
thered by the stress of war. 
Its first effect is seen in the 
plan to lease war materials 
to Britain on a limitless scale. 
To many members of Con- 
gress, the President’s request 
for sweeping power of a war- 
time nature appeared to be 
tantamount to war itself. 
Other early effects will be 
apparent if events now pre- 
cipitate active use of the 
American Navy in the At- 
lantic. An end to the pres- 
ent dividing line between 
defense and war, if it comes, 
will result from this concept 
of an Anglo-Saxon world 
combination. 

The background: Mr. 
Roosevelt has just informed 
Congress that the United 
States will oppose enforced 
isolation within this hemi- 
sphere. The President’s deci- 
sion is based upon the con- 
clusion that this nation could 
not successfully stand against 
Germany-Italy-Japan backed 
by the resources of the re- 
mainder of the world. His 
conviction, frequently ex- 
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Between defense and war. 


pressed, is that the dictators are organized 
for military conquest and cannot change 
their present course without losing power. 
As a result, in Mr. Roosevelt’s opinion, the 
job ahead of the United States already is 
cut out. 

This view is not shared by a strong iso- 
lationist opinion in Congress and in the 
country. Holders of this opinion believe 
that the United States is powerful enough 
to stand on her feet unaided and alone. 
This group believes that the influence of 
the United States should be used to end 
the present war. It feels that there is noth- 
ing irreconcilable between a Hitler-domi- 
nated Europe and a surviving British Em- 
pire. The present war is regarded as Brit- 
ain’s affair and not that of the United States. 
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“THE STATE OF THE UNION” 


. . a thin division 


The outlook: President Roosevelt is re- 
jecting this viewpoint. The President is 
convinced that Great Britain is fighting 
a war in which the United States has a 
vital stake. Mr. Roosevelt likewise is con- 
vinced that no peace negotiated with Hit- 
ler will have any meaning. He regards the 
formal military alliance signed on Septem- 
ber 27 by Germany-Italy-Japan as a mili- 
tary alliance directed against the United 
States. The President’s view is that the 
United States, either alone or in company 
with the British, one day will have to face 
the nations allied against us. 

Mr. Roosevelt directs this nation’s for- 
eign policy. In directing that policy he is 
subject, under the Constitution, to few re- 
straints by Congress. At the same time 
the majority of Senators and 
Representatives, despite a 
vigorous and important mi- 
nority opposition (see page 
11) , give every sign of agree- 
ment with the President on 
foreign policy. This means 
that, regardless of isolationist 
opinion, the United States, 
apparently, is going down the 
line with a policy aimed at 
continued world leadership 
for the British and Ameri- 
can empires. 

The President’s determina- 
tion to strive for a merging 
of British and American in- 
terests rests, in part, upon of- 
ficial studies and their con- 
clusions concerning the effect 
of defeat for Great Britain. 
Such a defeat would provide 
a test of the viewpoint ex- 
pressed by the isolationists. 
The character of the test is 
disclosed by the questions 
that would be raised by Brit- 
ish defeat and the answers 
that Government officials 
give to those questions. In 
shaping policy, questions like 
the following have been 
asked and answered by poli- 
cy-guiding officials: 
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DEFENSE CALENDAR 


Could the United States defend herself 
against the rest of the world? The answer 
the White House receives is: possibly, but 
not assuredly. It depends upon the inten- 
tions of the rest of the world. President 
Roosevelt is convinced that the nations in 
alliance against this country would not 
stop with a victory over Britain, but would 
push on to penetrate into Latin America. 
Much then would depend upon what had 
happened to the British fleet. William Bul- 
litt, former ambassador to France and a 
close adviser of Mr. Roosevelt, says that, 
regardless of present promises, there can 
be no assurance that the British fleet 
would not end up in German hands in 
event of a German victory. 

Further: The President’s advisers re- 
port that German victory would give Hit- 
ler domination over 400,000,000 people in 
Europe and Northern Africa. Raw mate- 
rial resources of this area, accessible to the 
oil of the Near East, are said to be equal 
in all but foodstuffs to those of the North 
American continent. Labor resources would 
be immensely larger. Resources for produc- 
tion of military equipment are far greater 
than in the United States and Canada. 
Shipbuilding capacity, with England in- 
cluded, is about five times that of the 
United States. Add Japan’s man power 
and the resources she would acquire with 
British defeat and the scales could be 
weighted heavily against the United States 
on a military and naval basis. 

Could the United States get along 
economically in this hemisphere? 
President Roosevelt’s own advisers differ 
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sharply in their answers to this question. 

The New Dealers, on the whole, insist 
that, if the economic issue is the dominant 
issue, the United States can make her way 
alone in the world. Their view is that 
machinery can be created through which a 
controlled trade could be carried on with 
Europe under German domination and 
Asia under Japanese domination. This 
would mean greatly increased Government 
control over agriculture and finance and 
some branches of industry. 

President Roosevelt is not sympathetic 
to this New Deal advice. He goes along 
with the other school of advisers. This 
school insists that Germany would use her 
control over Europe and Japan her control 
over Asia to close market outlets to the 
United States as a means of weakening 
this country economically. Those nations 
then would use their buying power to make 
the raw-material-producing nations of Lat- 
in America, and even Canada, dependent 
upon them for trade. This dependence 
could be accentuated by the fact that the 
United States—with a surplus of her own 
in wheat, meat, copper, cotton and oil— 
could not readily buy the surpluses of her 
hemisphere neighbors. And the United 
States, unable to find foreign outlets for 
her huge surpluses of cotton, wheat, to- 
bacco and gold, would face a breakdown. 

Could the United States create a West- 
ern Hemisphere economic bloc? The Presi- 
dent a few months ago, at a time when it 
looked as though Great Britain would be 
defeated, became convinced that this coun- 
try could tie the hemisphere together 
through a giant cartel that would buy up 
and market hemisphere surpluses. 

Now, Mr. Roosevelt is not so sure. At 
present it is costing the United States 
more than $1,000,000,000 each year to try 
to satisfy American farmers who have lost 
part of their foreign markets. It would cost 
another $1,000,000,000 a year to buy the 
surpluses of Latin America and another 
large sum to buy the surpluses of Canada. 

The point that impresses President 
Roosevelt is that, if Britain loses and if 
her markets are curtailed, Germany and 
Japan will be in a position to drive very 
hard political as well as business bargains 
with the raw material nations of this 
hemisphere. 

Could Great Britain get along if she kept 
her empire while Germany controlled 
Europe? Those who oppose President 
Roosevelt’s foreign policy insist that the 
United States should use her influence to 
bring about peace in Europe on the basis of 
German agreement to leave the British 
Empire intact and British agreement to ac- 
cept German conquests to date. Both the 
British and this country have turned a cold 
shoulder to that type of proposal. The rea- 
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sons, as given by some White House ad- 
visers here, are as follows: 

1. No agreement with Germany has any 
meaning and serves only as a basis for 
new attacks. 2. The British Isles exist eco- 
nomically in large part because they serve 
as the broker, shipper, middleman and pro- 
cessor between the British Empire and the 
continent of Europe. 3. A Germany dom- 
inant in Europe would insist upon taking 
over these functions herself and would 
leave England sitting as an island out in 
the Atlantic with a population that could 
not be supported. 

What, then, do the United States and 
Great Britain want? The answer, so far as 
it can be determined from officials of this 
Government, is as follows: 

These two empires want to continue to 
control the ocean trade routes of the world. 
Their object is to attempt to rebuild the 
world system of liberal capitalism that is 
being smothered by the rise of controlled 
economies in Europe and Asia. The alter- 
native to a return to an economic system 
that permits a relatively free exchange of 
goods is a long period of wars in which the 
world’s nations battle to fix their respective 
places in a new system. 

The conclusion can be drawn from the 
present White House attitude that Mr. 
Roosevelt has become convinced that it is 
better to risk the chance of war than to 
set about trying to construct a super-New 
Deal. 

It is around questions of this kind that 
the issue of peace or war is revolving in 
Washington. 
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POWER TO AID BRITAIN TO THE HILT 


Struggle in Congress Over Granting Blanket Authority to President 


New legislation, organization 
of three fleets foreshadow 
bigger role for U.S. in war 


Aid “short of war” will now take on real 
meaning for the United States. Hitherto, 
aid to Britain has meant business as usual. 
Henceforth, if Congress approves the 
President’s program, aid to Britain, or to 
any other government whose defense the 
President considers “vital to the defense 
of the United States,” will be short of war 
only in that American soldiers will not be 
fighting. 

Aid short of war, as the President sees 
it, must mean a vast national effort with- 
out counting the cost. It will mean that 
Britain can have whatever this country 
has that she needs, and whatever this 
country’s industry can produce—and that 
terms will be discussed later. It could 
mean that America’s naval forces will keep 
seaways in this hemisphere open to make 
sure that Britain can get those products. 
It will mean a merging of the defense re- 
quirements of United States and British 
forces. 

This is the interpretation being placed 
on the Administration bill, now before 
Congress, to grant the President sweeping 
authority to turn the United States into 





—Harris & Ewing 
SENATOR BARKLEY 
“Lend-lease’ proponent 
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an “arsenal for democracy.” This is viewed 
as the strategy behind moves to strengthen 
the armed forces of the United States in 
the Atlantic. This is what is making isola- 
tionist and war-wary Congressmen ask, in 
effect, not how short of war, but how near 
war is the Roosevelt Administration mov- 
ing? 

The bill would end the “cash” provi- 
sions of the Neutrality Act by authorizing 
the transfer of guns, planes, tanks and 
ships—either on hand or in production— 
on terms “which the President deems sat- 
isfactory,” and these may be “payment or 
repayment in kind or property, or any 
other direct or indirect benefit.” Some 
Congressmen even have their doubts that 
the “carry” provisions of the Neutrality 
Act would remain, although Senator Bark- 
ley (Dem.) , of Kentucky, and Representa- 
tive McCormack (Dem.), of Massachu- 
setts, in introducing the measure, stated 
that the use of American warships to de- 
liver materials to combat areas is not au- 
thorized. 

In any event, the bill would give the 
President blanket authority to conduct 
foreign relations as he sees fit. Congress’s 
only check on his actions would come 
when he requests appropriations to pay 
for transferred goods. No limit is placed 
on the amounts the President can transfer. 
President Roosevelt defends this unprec- 
edented grant of power on the ground 
that possible emergencies ahead may de- 
mand quick action by someone with au- 
thority to act. 


Opposition May Delay Passage 

Nevertheless, the transfer of such sweep- 
ing power gave rise to immediate opposi- 
tion in the Senate, the body considered 
most likely to obstruct passage of the bill. 
Republican Senators Hiram Johnson, of 
California; Capper, of Kansas; Nye, of 
North Dakota, and Taft, of Ohio, an- 
nounced their opposition. They were joined 
by Democratic Senators McCarran, of Ne- 
vada; Smith, of South Carolina; Clark of 
Missouri, and by La Follette (Prog.), of 
Wisconsin. 

This opposition promises to delay pas- 
sage of the bill, despite the President’s 
statement that quick enactment is essen- 
tial because his authority would be used 
primarily for future orders. Administra- 
tion leaders, however, are confident of the 
measure’s ultimate adoption. 

In effect, the proposal merges the eco- 
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SENATOR JOHNSON 
“Lend-lease’’ opponent 


nomic power of the British Empire and the 
United States in opposing the Axis. A 
merging of the two countries’ naval 
strength in the Atlantic is indicated by 
Secretary Knox’s announcement of the or- 
ganization of the Navy into three inde- 
pendent fleets, each under a separate com- 
mander in chief, and in Secretary Stim- 
son’s announcement of the creation of a 
Caribbean Defense Command in _ the 
Army, under Lieutenant General Daniel 
Van Voorhis, stationed at the Panama 
Canal. 

The new Navy organization provides 
for a fleet in the Atlantic, a fleet in Asiatic 
waters and a fleet in the Pacific. Rear Ad- 
miral Husband E. Kimmel will succeed 
Admiral James O. Richardson as com- 
mander of the Pacific Fleet with the rank 
of admiral. He also will act as commander 
of all fleets whenever “two or more fleets 
are concentrated or when they operate in 
conjunction with each other.” 

The fact that the Atlantic Fleet is to 
become an independent arm of the Navy, 
coupled with Army plans to place under a 
single command forces at Puerto Rico, 
Panama, Trinidad and other Caribbean 
bases recently leased from Britain, is 
viewed as notice to the Axis that this 
country’s policy of aid short of war will re- 
ceive armed support. 
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Production Shortages 


Slowing Defense Effort 
Business-As-Usual Policy Colliding With All-Out Arms Emergency 


Plant expansion, rationing 
of raw materials needed 
to meet increased demands 


Industry in the United States today 
finds itself confronted with a double task 
—first, to arm this nation to the teeth 
with all of the modern weapons of war, 
and, second, to provide Great Britain with 
the arms needed to defeat Germany and 
Italy. 

For the first of those tasks Mr. Roose- 
velt recommends that $28,000,000,000 be 
spent in three years. For the second, the 
President recommends no specified sum. 
The sky is the limit in that case. 

The problem for American industry is 
to turn that vast total of dollars into air- 
planes, tanks, guns and battleships in the 
shortest possible time. To aid in that task, 
the President now has created an Office of 
Production Management within the White 
House and has endowed that office with 
wartime powers. 

Today’s question is this: Can American 
industry turn swiftly from long years of 
peacetime production on a depression basis 
to sudden and vast production of wartime 
proportions? The answer is uncertain, 
judged by the first seven months of arma- 
ment effort. 

Government is spending on defense at 
the rate of $500,000,000 a month in Jan- 
uary. Much of this spending is for canton- 
ments in which the volume of industrial 
materials used is not great. Yet American 
industry already is straining itself at some 
points to produce the basic materials re- 
quired for defense. Government intends to 
spend at the rate of $1,000,000,000 a 
month for armament, once the defense 
program and the program of aid for Eng- 
land get fully under way. If a program of 
spending no larger than $500,000,000 per 
month strains key industries, there im- 
mediately is raised a question concerning 
industry’s ability to speed production to a 
$1,000,000,000 monthly level. 

An effort on the part of the United 
States comparable to that of Great Brit- 
ain, Germany or Japan would call for 
monthly outlays of $3,000,000,000 each 
month for defense alone. 

Officials insist that the problem con- 
fronting industry is most graphically por- 
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trayed by these figures. The problem is 
appearing first in the metal industries. War 
devours metal at what in peacetime would 
be regarded as a fantastic rate. For ex- 
ample: The steel industry of the United 
States is producing at a rate of more than 
80,000,000 tons a year—more than all of 
the rest of the world put together. Yet 
there are shortages of some vital types of 
steel. 

Government today i- about prepared to 
insist that the steel industry increase its 
capacity by a minimum of 10,000,000 tons. 
There are vital shortages of aluminum 





—Harris & Ewing 
JOHN D. BIGGERS 
Arms production planner 


casting capacity. These shortages are a 
factor in the slow expansion of the aircraft 
industry. Magnesium alloys, also vital in 
aircraft construction, are not available in 
needed quantities. Some question is being 
raised about the adequacy of copper sup- 
plies with consumption skyrocketing. A 
shortage of zinc is reported to be limiting 
production of brass needed for shell cas- 
ings. 

And so it goes. Everywhere, the policy 
of business as usual is running head-on 
into the problem of speeding production 
of arms far faster than that production 





has been speeded in recent months. The 
result is a choice of courses or a combina- 
tion of courses. 

This Government can use its power to 
deny raw materials to some civilian indus- 
tries and to ration raw materials for others 
in order to assure that armament indus- 
tries are supplied. Or Government can use 
its power to force industry to expand its 
facilities for production so that both civil- 
ian industry and armament industry can 
have the materials they need. Or a com- 
bination of rationing and of expansion 
can be applied through use of authority 
already in the hands of Government of- 
ficials. 

The difficulty with rationing is this: As 
industry uses the billions of dollars that 
Government is spending for armament, 
purchasing power flows in ever-growing 
volume into the hands of millions of work- 
ers. Those workers, with more money to 
spend, come into the market for an in- 
creasing number of automobiles and _ re- 
frigerators and houses and suits of clothes. 
This increased demand runs against a 
limited supply of goods, with the result 
that there is a scramble to buy and pres- 
sure that can touch off an inflationary 
price rise. 

The difficulty with vast plant expansion 
is this: War demands are likely to be tem- 
porary demands. If plant is created cap- 
able of turning out vast numbers of air- 
planes, tanks, guns and vast amounts of 
steel, brass and aluminum, then that plant 
will be available in peacetime to hang over 
the market. 

To resolve these difficulties, Mr. Roose- 
velt now has turned the whole problem 
over to the Office of Production Manage- 
ment. 

That office is headed by William Knud- 
sen as Director General and by Sidney 
Hillman as Associate Director General. 
Mr. Knudsen comes from industry; Mr. 
Hillman from labor. They serve with co- 
equal powers under the “direction and 
supervision of the President.” Mr. Roose- 
velt seeks through this arrangement to 
give management and labor an equal voice 
in determining what policies shall be fol- 
lowed in turning dollars into arms. 

The first decision is that industry “must 
subordinate its concern over the possible 
future effects of tremendous immediate ex- 
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pansion” and must prepare to build new 
plant to speed production. The next deci- 
sion is that, where necessary, peacetime 
industry is going to have to give up prec- 
edence to war industries in the purchase 
of raw materials wherever there is evidence 
of a shortage. 

Here the decision and the action will lie 
with the heads of three divisions within 
the OPM. In charge of the Division of 
Production is John D. Biggers, President 
of the Libby-Owens-Ford Glass Company. 
In charge of the Division of Purchases is 
Donald P. Nelson, formerly of Sears, Roe- 
buck and Company. In charge of the Di- 
vision of Priorities is Edward R. Stettinius, 
Jr., formerly chairman of the board of the 
U.S. Steel Corporation. 

These men, working through the Di- 
rector General and Associate Director Gen- 
eral, have power to plan and create new 
factories if needed to meet the require- 
ments of the defense program. They can 
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ADMIRAL TOWERS 
Optimistic aircraft note 


determine which manufacturers are to be 
given preference in apportioning of raw 
materials and other products needed for 
defense. They are empowered to move 
against any manufacturer who balks at 
doing Government business. Their powers 
extend to the point of authority to com- 
mandeer private plant in the event that 
other methods of persuasion do not work. 

A decision already has been reached that 
the OPM shall survey and organize into 
pools the idle machines and idle factories 
scattered through the country. The total 
of this capacity is immense and is imme- 
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diately available for work on defense or- 
ders, once those orders are broken down 
into small units. 

Even with all of this effort and plan- 
ning and use of Government powers, there 
are few signs that armament production 
records will be broken by American indus- 
try in 1941. 

The greatest and most immediate need 
is for military aircraft. The latest and 
most optimistic official estimate of probable 
aircraft production is that of Rear Admiral 
John H. Towers, chief of the Navy’s 
Bureau of Aeronautics. Admiral Towers 
testified during the past week before a con- 
gressional committee. He estimated that 
the Navy would receive the following 
deliveries of airplanes in this year: 


January ...... 334 ee 352 
February .... 263 August ........ 365 
March ........ 299 September .. 365 
a 334 October _...... 329 
Ree 393 November .. 275 
eae 372 December .... 299 
This total of planes delivered during 
1941 would give the Navy 1,582 new 
trainers and 2,417 new combat planes. 


Production during the first months of the 
year would center heavily in_ training 
planes, which are simpler to make than 
combat planes. Officials estimate that the 
Army may receive twice as many planes 
as the Navy, or 8,000 for the year, bring- 
ing the total to 12,000. If Great Britain 
received an equal number, the year’s pro- 
duction would be 24,000—a figure that in- 
cludes both training and combat planes. 

Reasons for the relatively slow growth 
in production of military airplanes were 
outlined by Admiral Towers as follows: 
(1) shortage of tools; (2) shortage of 
tool-making personnel; (3) delays in ex- 
pansion of plant due in part to delay by 
Congress in changing tax laws; (4) delays 
in getting materials; (5) increased engi- 
neering time in design of new equipment; 
(5) operation of the Walsh-Healey Act, 
which has caused many small firms to 
refuse to bid on Government work. 

This same group of reasons is said by 
officials to be operating in other fields of 
armament effort. The Army and Navy 
hesitate to decide upon one design of 
equipment because actval combat experi- 
ence abroad is revealing weaknesses in old 
equipment and turning up new strong 
points in the equipment of other powers. 
Lack of decision on design tends to make 
difficult any standardized operation by in- 
dustry that could turn out equipment on 
a mass-production basis. 

But: There now is agreement on this 
point: once the United States gets itself 
organized for war-material production—a 
task in which Germany engaged for seven 
years and Britain for four—American fac- 


tories will pour out a flood of weapons 
that will far surpass the production of 
any other nation or any likely combina- 
tion of nations. 

Concerning the quality of American 
equipment, there now is the testimony of 
Sir Hugh Dowding, Air Chief Marshal of 
Britain, who now is in Washington to 
work out standardization of British and 
American types. Sir Hugh explained to 
newspapermen that the British are using 
the Lockheed-Hudson bomber, the Glenn 
Martin medium bomber, the Curtiss fighter, 
and the Douglas bomber—all with good 
effect. Most of the American types in 
Britain are not the latest models and yet 
are standing up in performance. Admiral 
Towers revealed that the American-de- 
signed air-cooled engine of 2,000 horse- 
power, already in production, is without 
a rival in the world. 

The problem now is to get production 
on an ever-increasing scale. The task be- 





—Wide World 
AIR MARSHAL DOWDING 
U.S. planes commended 


fore industry is to absorb a vast and grow- 
ing number of dollars in exchange for a 
vast and growing amount of essential war 
material. 

Government is providing the machinery 
through which industry can plan and can 
co-ordinate its new effort. That machinery 
now is geared to a war effort and is de- 
signed on the World War model. The one 
important difference is that the organiza- 
tion is headed by two men instead of one 
—by an employer-labor combination — 
who in turn are responsible to the Presi- 
dent. 
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AN UNLIMITED BUDGET FOR ARMS 


Outflow of Billions Governed Only by Ability of Industry to Produce 


Year's spending is exceeded 
only by World War outlays. 
Social security costs rise 


From now on money means nothing, so 
far as spending for armament is con- 
cerned. Dollars will be poured out for 
implements of war as fast as American 
factories can turn out the arms. The spend- 
ing limit will be set only by the produc- 
tion rate of the industrial plant. 

The result is that the budget estimates 
recently submitted to Congress by Presi- 
dent Roosevelt will be subject to change, 
depending on the extent to which defense 
production lags or picks up. 

Reason: This year’s budget essentially 
is a war budget. The Government has 
entered into a commitment to make the 
nation the “arsenal of democracy.” That 
means unlimited dollars to buy unlimited 
weapons and war supplies, for our own 
Army and Navy and for lease to England 
and other countries resisting aggression. 


A Three-Year Defense Program 

The President, in submitting the budget, 
said: 

“The whole program set forth in this 
budget has been prepared at a time when 
no man could see all the signposts ahead. 
One marker alone stands out all down the 
road. That marker carries not so much an 
admonition as a command to defend our 
democratic way of life.” 

He outlined a three-year defense pro- 
gram, to cost $28,480,000,000, broken 
down as follows: 


|, Lm 
RSL ARTA 11,587,000,000 
Expansion of industrial 

0 Peer 1,902,000,000 
Other defense activities...... 1,287,000,000 


In the current fiscal year, which ends 
next June 30, an estimated $6,450,000,000 
of this amount will be spent, and in the 
next fiscal year $10,800,000,000, leaving 
about $11,200,000,000 to be paid out in 
the fiscal year that ends June 30, 1943. 

But: Because of the lag in defense pro- 
duction, there is doubt whether money will 
be paid out for armament as fast as these 
estimates anticipate. 

Moreover: These figures do not include 
the cost of armament to be bought by our 
Army and Navy for lease to England, 
Greece and other countries. 

The $17,500,000,000 which the Presi- 
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} 
Federal Budget of Outgo and Income | 
: 
Fiscal Years 
1940 1941 1942 
(July, 1939, (July, 1940, (July, 1941, 
to July, 1940) to July, 1941) to July, 1942) 
Actual Estimated Estimated 
For the Army $670,000,000 $3,840,000,000 $5,950,000,000 | 
For the Navy 890,000,000 2,130,000,000 3,450,000,000 
For other defense 20,000,000 480,000,000 1,400,000,000 
Total defense spending 1,580,000,000 6,450,000,000 10,800,000,000 
For work relief $1,475,000,000 $1,325,000,000 $ 990,000,000 
For aid to farmers 1,375,000,000 1,105,000,000 1,060,000,000 
for interest on public debt 1,040,000,000 1,100,000,000 1,225,000,000 
For other nondefense purposes 3,530,000,000 3,570,000,000 3,425,000,000 
Total nondefense spending 7,420,000,000 7,100,000,000 6,700,000,000 
Total spending $9,000,000,000 $13,550,000,000 $17,500,000,000 
Total income from Tax 
and other sources 5,400,000,000 6,650,000,000 8,300,000,000 
Deficit 3,600,000,000 6,900,000,000 9,200,000,000 
Public debt at end of fiscal year  42,970,000,000 49,150,000,000 58,370,000,000 | 





dent expects the Government to spend in 
the next fiscal year would be higher than 
the total for any year since the peak World 
War year. The $9,200,000,000 deficit like- 
wise would be the top since the World War, 
and the $8,300,000,000 of estimated tax 
collections the largest for any year in the 
nation’s history. 

Because of the huge spending total, de- 
mands are being made in Congress for 
heavy increases in taxes (see page 36) 
and for drastic economies in nondefense 
outlays. Proposals are being pushed for- 
ward for stricter congressional supervision 
over Government outgo and income. 

The President estimates nondefense 
spending for the next fiscal year at 
$6,700,000,000, or about $400,000,000 less 
than the estimated total for the current 
fiscal year. This saving would result from 
reductions of about $600,000,000 in work 
relief and some other activities, partially 
offset by increases of about $200,000,000 in 
fixed charges, such as interest on the pub- 
lic debt and social security grants. 

Whether there are genuine economies 
in regular expenditures already has been 
brought into question, however, by Sena- 
tor Byrd (Dem.), of Virginia. He pointed 
out that many expenditures heretofore 
carried as “ordinary” have been trans- 
ferred to the emergency defense category, 
and declared that such a “trick budget” 


covers up an actual increase in ordinary 
outlays. 

As far as nondefense spending is con- 
cerned, this is what the budget calls for: 

Principal economies: $335,000,000 less 
for the Work Projects Administration 
than the estimated total for the current 
fiscal year; $67,000,000 less for public 
works; $45,000,000 less for aid to farmers. 

Work Relief: An additional $350,000,- 
000 for this fiscal year, increasing the 
total for the year to $1,325,000,000. For 
the next fiscal year $990,000,000, enough 
to keep WPA employment at an average 
of about 1,300,000. 

Aid to Farmers: $948,000,000 under va- 
rious Agricultural Adjustment Administra- 
tion programs, $21,000,000 less than the 
estimated total for the current fiscal year. 
The budget for the first time makes pro- 
vision for parity payments to farmers. 
Heretofore, Congress has voted these pay- 
ments on its own accord. 

Aid to Youth: $9,000,000 less for the 
Civilian Conservation Corps and $2,000,- 
000 more for the National Youth Admin- 
istration, leaving a net reduction of 
$7,000,000. 

Social Security Grants: $32,000,000 
more, as provided by law, for grants to 
States to aid indigent aged persons, de- 
pendent children and the physically handi- 
capped. 
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The Hopkins Mission: 
A ‘Democratic Axis’? 


Important Effect on This Nation’s Future Course 
Of Survey by President's Personal Representative 


Unofficial sounding of views 
recalls parallel role of 
Col. House in World War 


Harry Hopkins, boarding a Clipper 
plane for London last week, refused to 
comment when asked whether he is the 
“Colonel House” of the Roosevelt Ad- 
ministration. Neither would he reveal the 
purpose of his trip, which has aroused 
widespread curiosity. But informed cir- 
cles close to President Roosevelt say Mr. 
Hopkins’s visit is closely related to the 
possible cementing of a Washington-Lon- 
don “axis.” 

The new “democratic axis” was first 
suggested by Winston Churchill last June, 
when he declared that British Empire and 
the United States would “have to be 
somewhat mixed up together in some of 
their affairs for mutual and general ad- 
vantage.” The late Lord Lothian, in his 
last speech, December 11, asserted that 
“all real hope depends upon some form of 
co-operation between the United States 
and the British Commonwealth of Na- 
tions.” 

Then, only last week, Mr. Churchill 
sped Lord Halifax on his way to his new 
post as Ambassador to the United States 
with these words: “The future of the whole 
world and civilization depends upon rela- 
tions between the British Empire and the 
United States.” 

Friends of President Roosevelt point to 
his lend-lease plan for sending aid to Brit- 
ain as the President’s response on behalf 
of this country, but before he commits him- 
self or the United States too far, he wants 
to know the answers to some very practi- 
cal questions. The purpose of Harry Hop- 
kins’s trip, according to those professing to 
know the inside of the President’s mind, 
is to get these answers—if possible, before 
the President is inaugurated for a third 
term. 

The report Mr. Hopkins will give the 
President will not be a military report. 
But Mr. Hopkins can tell the President 
what is the present view in London on 
whether Britain can hold out. He can re- 
port the opinion of such men as Lord 
Beaverbrook, publisher and Minister of 
Aircraft Production—the opinions of gov- 
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ernment leaders, businessmen, and the 
mass of the people. 

The answer to this question has a bear- 
ing on another. The President wants to 
know whether “appeasement” of Hitler 
is out the window for good, as far as the 
present or any likely future British cab- 
inet is concerned. Is there any truth to 
rumors that secret negotiations with the 
Nazis are still being carried on through in- 
termediaries in neutral countries? If any- 
thing should happen to Mr. Churchill, 
would the Churchill policies still prevail? 
The President does not want to commit 
this country to all-out aid for Britain, and 
then be left holding the bag. 

Mr. Hopkins will have a chance to size 





HERBERT MORRISON 


up the growing influence of labor. He can 
interview such labor leaders as Ernest 
Bevin, Minister of Labor, and Herbert 
Morrison, Secretary of State for Home 
Affairs and Home Security. Mr. Bevin 
is said to have a good chance to be Eng- 
land’s next premier if anything happens 
to Churchill. 

Mr. Hopkins’s up-to-date report may re- 
fute Ambassador Joseph P. Kennedy’s 
gloomy statements about British prospects 
and fears of “national socialism” in England. 

Beyond the subjects of immediate in- 
terest are long-range questions about 
postwar aims. Will the United States have 
a say in the peace terms, if and when the 
British win the war? President Roosevelt 


LORD BEAVERBROOK 
Mr. Hopkins’s tips may come from this trio of Britishers 


already has taken a stand for a peace 
built around freedom of speech and ex- 
pression, freedom of worship, freedom from 
want, and freedom from fear. He says: 
“The co-operation which we seek is the 
co-operation of free countries, working 
together in a friendly civilized society.” 

But what about the German people? 
Will the British hold out hope to them 
of taking a place in a “new order” built 
by the democracies? 

The President is said to consider making 
a statement on postwar aims in his third- 
term inaugural next Monday. But before 
he goes very far in any public discussion 
of peace aims, he wants to be sure the 
British are in substantial agreement. Right 
now, with the lend-lease plan pending, 
President Roosevelt feels that this coun- 
try is in a strong bargaining position to 
get the British committed. 

For finding the answers to all the ques- 
tions in President Roosevelt’s mind, Mr. 
Hopkins is peculiarly fitted. He is al- 
ready acquainted with most of the leaders 
of the British Government. His _back- 
ground of social work enables him to 
speak the language of British labor. He 





ERNEST BEVIN 


lives at the White House. Perhaps better 
than any other man, he enjoys the Pres- 
ident’s confidence and knows the Presi- 
dent’s thoughts. 

Colonel E. M. House went to England 
at the time of the last war as the personal 
representative of President Woodrow Wil- 
son. He came back with a joint statement 
of policy prepared by himself and Sir Ed- 
ward Grey which this country followed. 
Later the United States entered the war. 

This time Harry Hopkins is the personal 
representative of President Roosevelt. Will 
he turn out to be President Roosevelt’s 
“Colonel House?” What he reports may 
have much to do with the course the Pres- 
ident charts ahead. 
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A PLEA FOR NON-PARTISANSHIP _ 
* fe 
BY DAVID LAWRENCE - 
Aid to Britain is today a national policy. is to be found in the fact that the President declined | ig 
The form and scope of that aid must satisfy the to consult the leaders of the minority party before fu 
national desire to see Britain successful in warding asking Congress last week to grant him unprecedented  ¢; 
off the Nazi threat of world domination. authority and appropriations virtually equivalent to 
The decision as to how much or how little aid shall formal participation in war. b 
be extended is one that the American people already a 
have made—they want all aid that is effective in at- MINORITY VIEWS There may be debate as to p 
taining the desired result. MUST BE GIVEN whether such views are valid. t 
The risks attendant upon such a policy—risks of A FAIR HEARING But there can be no denying a 
offending the Nazis and of abandoning historic neu- that they are held by many is 
trality—have been well publicized. And still the persons—doubtless a minority. Yet the national wel- v 
American people want aid to Britain extended. fare cannot be attained unless this minority is con- 
Paradoxically, the American people also want to sulted. The theory that a presidential election t 
be kept out of war unless attacked. They believe now abolishes the minority altogether is comparable to the it 
—at least an overwhelming number do—that if Brit- Hitler concept of how to deal with minority ob- h 
ain gets ample aid the Nazis will not attack the jections in the Nazi state. t 
United States or our interests in this hemisphere. It was never intended that the minority in America 4 
How shall aid to Britain be extended? Being a be coerced into endorsement of any national policy. 1. 
democracy and operating under a representative sys- There must be volition instead of compulsion, and, if 
tem of government, it is essential that the people the President handles the problem tactfully, he will @ t 
through their elected representatives shall prescribe get the largest measure of co-operation that ever was’ < 
the amount of aid to be given our sister democracies given a chief executive. : 
and how it shall be paid for. The President, however, has made a grave mistake 
President Roosevelt in a persuasive talk over the at the outset. At a time when he was calling on Re- & 
radio and in a message to Congress has expressed the publicans as well as Democrats throughout the na- <¢ 
national will. When it comes to executing that na- tion to make sacrifices, he summoned to the White 1 
tional will, we come to a difference of opinion. House only the “rubber-stamp” leaders of his own 1 
It is the considered view of many expert observers political party. This war situation is not a Demo- |! 
that the President, while trying very hard, has never- cratic party problem but a national problem. ( 
theless failed to organize our defense program ef- If it be contended that Mr. Roosevelt distrusts the 
ficiently and that he is still refusing to centralize Republican party, it is equally true that the Republi- 
authority in the hands of a single individual or set cans distrust him. The bitterness of the last cam- ' 
of individuals familiar with mechanized production. paign has not been forgotten for the simple reason 
It is the considered view of many members of Con- that Mr. Roosevelt has not made the gestures of | 
gress that the war situation is being used as a camou- reconciliation toward his opponents expected of a | 
flage to lay the foundations for a system of state broad-gauged victor in a third term contest. ’ 
capitalism and the destruction of free enterprise. This is a time when personal pride or pique has no | 
place in either the White House or the Capitol. 
FAILURE TO HEED It is the considered view of America’s interests should supersede all political, par- 
PLEA FOR UNITY many persons inside and out- tisan or class considerations. There must be, more- 
AFTER ELECTION side of Congress that the Presi- over, a revival of mutual trust. When Mr. Roosevelt 
dent is indifferent to the basic writes an executive order concerning the administra- 
causes of disunity and that he is retaining in his en- tion of the enormous job of production for defense, he 
tourage officials who are creating dissension. should not appoint a representative of management 
It is the considered view of many Americans, ir- and a representative of labor as co-equals to get a job 
respective of party, that the post-election cry for of industrial efficiency accomplished. He should give 
national unity and non-partisanship has gone un- the task of production to a production man, just as 
heeded and that flagrant evidence of such a charge in any factory the responsibility is with the executive 
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“1 wholly disapprove of what you say but will 
defend to the death your right to say it.” 
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Congress should pass aid-to-democracies legislation with amendments providing 


for a commission comprising representatives of the minority and majority— 


* 


A gesture toward reconciliation and national unity. 


in charge. Such a man should represent neither a 
union nor an industry but the United States of Ameri- 
ca and he should be paid out of the public treasury. 

If American factories had to be managed every day 
by a committee consisting of representatives of unions 
and factory owners, there would be little accom- 
plished. When the President declines to vest authori- 
ty in any one man for production of defense weapons 
and yet asks Congress to give him a blank check, he 
is merely creating difficulties for himself and the 
vitally important program ahead of us. 

Obviously, much power must be concentrated in 
the President of the United States as the Commander 
in Chief of the Army and Navy. Plainly, too, action 
has to be taken suddenly and in emergencies when 
there is no time to ask for legislation. Discretionary 
authority for the head of a state is a prerequisite to 
national defense in a world of “undeclared” wars. 

The bill which the President has asked Congress 
to pass is one of sweeping powers. It should be 
adopted with certain amendments. One proviso should 
stipulate that the President must consult with a 
commission composed of three members of the House 
and three members of the Senate. At least two out 
of the six on the commission should be members of 
the minority party. It should not be necessary that 
the President get the approval of such a commission 
before he takes every step deemed best suited to the 
carrying out of national policy, but that he shall 
give such a commission access to him and his plans 
at all times. Thus would the people’s elected repre- 
sentatives obtain a voice in the making and execution 
of national policies at a moment which the President 
himself has described as involving the greatest dan- 
ger to the security of this republic in its history. 


THE POSITION 
OF REPUBLICANS 
IN THE CABINET 


In the British Government, all 
parties are represented. A mis- 
take has been made hereabouts 
in assuming that Secretaries 
Stimson and Knox, being Republicans, are, there- 
fore, in an analogous position to the representatives 
of the minority in the British cabinet. But this is not 
true. Messrs. Stimson and Knox have no responsi- 
bility to any constituency. They were not elected to 
public office. They can be dismissed tomorrow by 
fiat of the President. They are patriotic gentlemen 
who can be counted upon to watch out for the na- 


tion’s welfare, but their sphere is narrow—they have 
more to do with the operation of the two departments 
than in shaping national policies. 


ROLE OF CONGRESS It is the Congress of the United 
IN DETERMINING States—source of power and 
NATION’S POLICIES agent of the sovereign people— 

who must be represented in any 
coalition of officialdom charged with the making of 
national policies in time of crisis. 

Unless the President is ready to give to leaders in 
Congress such a part, he can hardly expect the nation 
to accept enthusiastically his pleas for national unity 
and the maximum of production effort. 

The morale of the American people — both the 
22,000,000 and the 27,000,000 voters—is of the utmost 
importance in the capacity of our country to extend 
the utmost aid to the democracies of the world. No 
scruple of pride or taste or petty vindictiveness should 
be permitted at this serious hour to impair national 
efficiency. Party politics must be promptly adjourned 
and must stay adjourned until the battle is over. 

The effectiveness of the President’s leadership is 
being challenged. He has behind him an overwhelm- 
ing public opinion not only in America, but through- 
out the world. The test will come, however, in his 
ability to administer the vast program he has re- 
quested. There’s a tremendous race on. It’s between 
the democracies led by Britain and ourselves, and 
the Axis powers. Hitler must strike hard in 1941 to 
prevent American aid from being effective. And if he 
is successful, then we may have a war on our hands. 

Accepting literally the President’s warning that we 
are in danger, there is no time to lose. The “lend or 
lease” bill should be passed within a week but it 
should be safeguarded so that the minority of the 
nation’s elected representatives may have a voice in 
the carrying forward of our national policies as they 
affect our external relations and our internal organi- 
zation for defense. 

This is not much to ask. In practice it will not 
mean any slowing up of the machinery of defense but 
very probably an acceleration due to the increased 
enthusiasm that comes from genuine national unity. 
It would demonstrate conclusively that America can 
put aside partisanship and rebuild mutual faith and 
trust between political opponents as well as spokes- 
men for rival economic interests. 


























Radio Answers the Call | 


of ‘Total Defense 


With characteristic speed, radio today is 
responding to the call of national defense. 
Enrolled to serve the public interest and 
fortify the Nation’s invisible life-lines of 
communication are: Research, Engineer- 
ing, Manufacturing, Broadcasting, Inter- 
national Circuits, Ship-and-Shore Stations. 
In 1919 the Radio Corporation of America 


was organized as an American-owned, 


American-controlledradiocompany. RCA 
has established a world-wide communica- 
tions system, independent of all foreign 
interests, and has pioneered in the creation 
and development of a new art and a new 
industry. Today, each of its services is 
equipped and ready for action in the first 
line of America’s total defense on land, sea, 
and in the air. 


RCA CALLS THE ROLL OF ITS SERVICES TO THE NATION: 


WORLD-WIDE COMMUNICATIONS 


Vital to defense and commerce, RCA operates 24-hour 
direct communication service to 43 countries. This service 
avoids the censorship, errors, and delays which might 
occur at relay points. The Nation is protected against the 
loss of overseas communications through the cutting of 
submarine cables in war-time. Supplementing these globe- 
girdling channels, RCA operates a domestic radiotelegraph 
system that links 12 key cities in the United States. 


MARINE COMMUNICATIONS 


Life and property at sea are guarded by modern radio 
coastal stations and radio-equipped ships. Eighteen hun- 
dred American ships are equipped with RCA apparatus. 
The shore-lines of the United States are fringed with 
radio beacon transmitters to guide the fleet and shipping 
in American waters. American ships do not have to depend 
upon foreign-controlled means of communication to send 
messages home. 


@) RADIO 


BROADCASTING 


RCA pioneered in establishing the first coast-to-coast 
network of broadcasting. The National Broadcasting 
Company, formed in 1926, today serves an American 
radio audience through 50,000,000 receiving sets. NBC 
provides these listeners with serious and popular music, 
news and information, drama and education, public 
forums and religious services. Under the American sys- 
tem of broadcasting, the finest and most extensive variety 
of programs to be had anywhere in the world is free to 
the listening public. The richest man cannot buy what the 
poorest man gets free by radio. 

The broadcasting service of NBC is also maintained 
internationally, by short wave, and helps to strengthen 
good-will and cultural and economic relations between 
the Americas, and with other parts of the world. 

An informed public opinion, promoted by a free press 
and a free system of broadcasting, is an important national 
asset in total defense. 


MANUFACTURING 


The RCA Manufacturing Company operates five large 
plants, strategically located at Camden and Harrison, N. J., 
Indianapolis and Bloomington, Ind., and Hollywood, Calif. 


Within the year the company has invested millions of 


RCA Laboratories, is a new means to help protect the 
national welfare as it opens new horizons for bacteriologist, 
chemist, physicist and industrialist. In these and many 
other ways, peace-time radio research has built new 
bulwarks of defense for our Nation. 


INVENTIONS AND THEIR USE 
RCA licenses many manufacturers to use its inventions 
and patents. By making them widely available, RCA has 
helped to create an industry as well as an art. 
Through this licensing policy the radio industry has 
access to results of the research of RCA Laboratories. In 
this way, competition has been stimulated, and numerous 


sources of supply opened to the public and the Government. 


TRAINING 
More than 1,100 students are enrolled in the completely 
equipped schools of the RCA Institutes, Inc., in New York 
and Chicago. From this enrollment and from graduates 
of the Institutes, the United States can enlist the services 
of trained men in all branches of radio, from ship operators 
to service men. Scientists and engineers associated with 
RCA present and publish hundreds of scientific papers 


each year as aids to others interested in radio. For those 


« p. ; who follow technical developments of the art, RCA 
dollars in expansion to facilitate production and rapid Review, a quarterly journal, prints the latest scientific 
filling of orders from the Army and Navy. Machinery is reports on progress in radio. 
geared for national defense in addition to providing for 
normal requirements of the public. 

EMPLOYEES 

Labor relations between RCA and its employees are 
RESEARCH AND ENGINEERING excellent. Employment in the RCA organization in 1940 
Through science and research, the RCA Laboratories are _—increased from 22,000 to 27,000 employees. Principal 
enrolled in national defense. Research inelectronics, wave officers and many employees of RCA are members of the 

propagation, television, facsimile, acoustics, optics, and Army and Navy Reserves. 
in other fields has opened new services and extended the For 21 years the pioneering efforts and services of 
scope of existing services, both commercial and military. | RCA have safeguarded American preeminence in radio. 
No longer must an aviator “‘just look to the ground” to RCA continues to serve the public interest and is 

, find his way to a target or to his base. He may fly andland fully prepared and ready to carry on in the first 

“blind” by radio. The electron microscope, a product of _ line of total defense! 
RADIO CITY : NEW YORK 
The Services of RCA: 
j RCA MANUFACTURING COMPANY, INC. RADIOMARINE CORPORATION OF AMERICA RCA LABORATORIES 


NATIONAL BROADCASTING COMPANY, INC. R. C. A. COMMUNICATIONS, INC, RCA INSTITUTES, INC. 
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The United States spent $17,000,000,000 on its Army 
and Navy during the World War. In the 20 years of 
peace that followed, the nation laid out $19,000,000,000 
to maintain its defense. Now, while still at peace, the 
Government is spending $28,500,000,000 in three years 
to insure the national safety in a world afire. 

As the Pictogram shows, the United States is launched 
on a rearmament program more than half again as 
costly as the World War effort, when 2,000,000 men 
were sent abroad to fight. The current defense program 
will cost just 50 per cent more than all federal military 
and naval expenditures during the 20 years that pre- 
ceded the present emergency. 

The $28,500,000,000 is the sum total of appropriations, 


20 


1920 — 1940 


authorizations and recommendations made since June, 
1940, to finance the defense program. This sum is larger 
than the total cost of operating the Federal Govern- 
ment for the three years preceding the emergency. It 
is greater than the income of all American farmers for 
any three-year period, greater than the total tax collec- 
tion by the Federal Government for the last five years, 
and almost twice as large as the annual income of all 
manufacturing industries in the country. 

President Roosevelt expects the $28,500,000,00€ to 
be spent by the middle of 1943. By that time the nation 
expects to have a well-equipped Army of 1,400,000 men, 
a Navy of 500,000 men—twice its present personnel; an 
Air Corps of 250,000 men—alone equal to the size of the 
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entire standing Army before the emergency. Also, the 
country will have a new armament industry from which it 
expects more and better planes, guns, tanks, trucks, 
ships and other vital arms than are being produced now 
by any other nation in the world. 

Cost of rebuilding the Army will be about $13,704,- 
000,000. The new Navy will cost $11,587,000,000. The 
Government will advance another $2,000,000,000 to con- 
struct new industrial plants. Other costs, including the 
construction of new defense bases up and down the 
Atlantic coast, will add the other billion and a quarter. 

These dollar figures represent only a convenient meas- 
ure for the size of the defense program. To men and 
women who operate the factories and farms of the coun- 
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try, the defense program will mean work and sacrifice— 
at least 10 per cent of all work done will be for national 
defense. This means an average of 48 minutes of every 
working day by every citizen will be put into defense 
production. 

This expenditure of energy does not begin to match 
that now required of German citizens. In Germany, 
half of all work goes into that nation’s war effort. 

And, to the United States, the cost of rebuilding the 
Army and improving the Navy will not be the only 
premium to be paid for national fire insurance. In the 
World War more than $9,000,000,000 was loaned to 
allied belligerents. As the arsenal of democracy, the 
United States may contribute even more in this war. 
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EXPLAINING AMERICA’S PROBLEMS 


Need for Quick Action to Save England, as Chief Executive Sees It. 


More power for President 
under lend-lease program, 
and why he is seeking it 


Franklin Roosevelt, last week, was in a 
thoughtful mood. At both press confer- 
ences, Tuesday afternoon and Friday 
morning, he waited until all the corres- 
pondents—there were almost 200 at each 
meeting—had filed through the narrow 
door into his private office, and then he 
waited a few minutes more, to collect his 
thoughts and straighten out the words 
in his mind. 

During those moments he seemed as if 
he were alone, quietly lighting his ciga- 
rette, watching the smoke curl up to the 
white ceiling, drumming his fingers on the 
arms of his swivel chair. Then, tossing 
his head back, ’way back, he launched into 
his half-hour discourse, molding his phrases 
slowly and carefully. 

The President, obviously, was so thought- 
ful, so deliberate because he wanted to be 
sure, surer than ever, that the newsmen 
and the public understood his problems 
the way he did. He took special pains last 
week and was unusually patient (most of 
he time, at least) , because the subjects in 
ais head and on his tongue were, for the 
United States, the most important in 
the world. 


Rushing Aid to Britain 

The big topic at Friday’s conference was 
the proposed lend-lease bill giving the 
Chief Executive “blank-check” powers to 
aid Great Britain. F.D.R. laid stress on 
a renunciation of any personal ambition 
for all-out authority. He didn’t want the 
power personally, but somebody had to 
have it. Anything for speed. 

Throughout the discussion the President 
could not have been more emphatic about 
the need for hurry—hurry in aiding the 
democracies, which, he loudly exclaimed, 
were fighting for their very lives. He be- 
gan simply by saying that he honestly 
thought that speed—and more speed—was 
the cardinal requirement for Congress in 
handling the new authorization bill. Then 
he went into detail as to why. 

A week’s delay in passing the authoriza- 
tion legislation, the President pointed out, 
meant a week’s delay in enacting subse- 
quent appropriations, and that meant a 
week’s delay in letting contracts, and that 
means a week’s delay in final deliveries— 
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seven vital days lost all along the line. 
All in all, he summed up, a delay of a week 
in Congress right now meant that delivery 
of essential war weapons to England would 
be held up a week next July. But, Mr. 
Roosevelt added, in stressing congressional 
celerity nobody on Capitol Hill should be 
pushed around. 

Going more deeply into the subject, the 
Chief Executive explained that he did not 
expect to ask Congress for actual appro- 
priations for the new program before the 
authorization bill itself had been passed. 
That, he felt, was beyond his power. Then, 
with a smile, he added that even some of 
the new Congressmen were confused in 
differentiating between an appropriation 
and an authorization. As to the amount of 
cash involved, Mr. Roosevelt would not 
make even a rough estimate, but he 
nodded “yes” when one reporter men- 
tioned “billions.” 

At this point F. D. R. insisted that the 
lend-lease plan would not have the effect 
of repealing the Johnson Act, which spe- 
cifically prohibits extension of credits to 
nations in default on World War debts. 
The phrase in the lend-lease bill, “notwith- 
standing provisions of any other law,” the 
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President maintained, was merely a legal 
expression almost invariably placed in such 
measures to avoid a conflict of federal 
statutes. 

Finally, Mr. Roosevelt concluded by | 
predicting that 99 per cent of the impact 
of the historic measure will be applied to : 
new guns and war machines being pro- 7 
duced or yet to be produced. But, he said, 7 
there ought to be exceptions—minor ex- 
ceptions—whereby war material already 
on hand in the U.S. Army or Navy could 
be transferred to another power. In this 
connection, he had in mind one immediate 
case where five old planes were vitally 
needed by one nation at one spot at one 
time (never mind the nation, never mind | 
the spot). t 

This controversial subject was not the| 
only matter under discussion at that meet- | 
ing. For one thing, the President an- 
nounced that he had just issued a procla- 
mation putting six additional materials 
under export licensing requirements. For! 
another, Mr. Roosevelt dismissed a lady 
correspondent’s fears when she asked ¢ 
whether this country was vulnerable to at- 
tack from the direction of Hudson’s Bay, 
by assuring her that in winter the region 
was all “friz up,” and in summer it was 
full of mose itoes. The President will 
check, howe er. 


The New Defense Board 


At Tuesday’s conference, Mr. Roose- 
velt’s oval room was hot and stuffy. 
Through the French windows, ice could 
be seen on the White House lawn, but, in- 
side, the temperature was reaching the 
perspiration point. The President had a 
water pitcher and tumbler on his desk for 
relief, but the reporters, like crowded 
sheep, had none. Perhaps that was the rea- 
son they could not quickly understand 
how both Messrs. Knudsen and Hillman 
could act as one head of the new Office of 
Production Management. At any rate, Mr. 
Roosevelt devoted 30 minutes to explain- 
ing the new setup. 


—— 
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One clear-cut announcement, however, 
did come out of that gathering. Former 
Senator Sherman Minton (Dem.), of In- | 
diana, recently defeated for re-election, | 
had been named a White House adminis- 
trative assistant. Like the others on his 
personal staff, said the Chief Executive, 
Mr. Minton had a “passion for anonymi- 
ty.” He also had “legs, eyes and ears” for 
the President’s use. 





© 








THE UNITED STATES NEWS 




















ain 


egal 
such 
leral 


al a a ait 


by 
pact 
d to 
pro- = 
said, 

ex- J 
2ady 

ould 
this 
liate 7 
tally 
one 
nind | § 


the |] 
1eet- | J 
an- 
ocla- 4 
rials 4 
For 
lady 4 
sked @ 
0 at- 
Bay, 
7100 
was 


will 


90sSe- 
uffy. 
ould 
tL, in- 
the 
ad a 
k for 
vded ; 
rea: | 
tand 
Iman § 
ce of 
, Mr. 
lain- 


Pavia ae 


titel 





ever, 
rmer 
f In- 
‘tion, 
1inis- j 
1 his 
itive, 
yymi- 
” for 


2B AT tN ON Nalin Se oa 





EWS © 











¥ 












Believe it or not, Congress has an expert 
woodworker to keep it supplied with gavels. 





Uncle Sanss News Reel. 
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INSIDE THE CAPITOL 


Congressmen make laws. It is debatable. 
, whether men could sit and 
legislate without the small army of Capitol em- 
ployes serving them in a hundred and one dif- 
ferent ways. Ran ted Gaara 
raceme cia the upkeep 
islative er This includes 
Soule Sen «Weed ectuos te a hee 
coat of paint. | 
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The Capitol police force works night and day, year in and year 
out, needs over $100,000 for salaries. 


Pa 


Tr rm, 
oo oe wf 


, 5 
e a . 
Y \ | 
* i 


Zee ia 


/ . 
bee | 
- ~ * 





Senate and House page boys run for their salaries, Document rooms are honeycombed with files of legisla- 


scratch heads for an education. 
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tive measures past and present, successful and not so suc- 
cessful, depending on the Congressman’s viewpoint. 


Continued on third rotogravure page 
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..then you'll go ROTO, too 


Reach the Entire Family With Roto 
—the Class of the Mass Circulation 


®@ Roto is used by advertisers to 
increase sales of nearly every 
type of merchandise. In 1939 alone 
more than 100 national advertis- 
ers, in nearly as many different 
lines, used Roto for the first time. 
They joined the vast army of Roto 
users who know that a newspa- 
per’s Rotogravure Section attracts 
the maximum number of potential 
reader-customers. 

For the past eight years, surveys 
conducted under the nationally- 
accepted Gallup method have 
conclusively proved that Sunday 
Rotogravure Sections get a reader 
traffic averaging second only to 
page one in volume!* 

Moreover, your advertising in 
Roto gets “preferred position” re- 
gardless of the page on which it 


appears. Roto’s magnetic subject 
matter—appealing to all classes 
and age groups—sustains reader 
traffic on every page. 

You can use Roto nationally, 
regionally, or locally. If you wish, 
you can use Roto to cover better 
than one out of every two of the 
nation’s homes. Or you can utilize 
Roto’'s flexibility to advertise in a 
selected city or zone. 

Learn what Roto has done for 
products or service similar to 
yours. For complete information 
write Kimberly-Clark Corporation. 
We maintain a service, research 
and statistical department for the 
convenience of advertisers and 
publishers. There is no charge for 
our service, which is available to 
you at each of our offices. 


*Based on a continual analysis of reader traffic in 21 papers in 17 key cities. 
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Faithfully preserved are Congress’s 
proud heritages, crystal chandeliers, 
wired for electricity. 


Careful grooming for Senate “Pony 
Express”, midget subway from Sen- 
tors’ offices to Capitol. 


Capitol carpenters make new doors, 
repair seats sagging from too much 
lawmaking. 
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Dean of Capitol’s ele- 
vator “boys” knows all 
the ups and downs. 





Forty thou- 
sand calls each 
dayisjust nor- 
mal for Capi- 

, tol operators. 


Original Capitol “Hello Girl”, Mrs. 
Daley, started in 1898, now supervises. 


Long after Congressmen leave for the 
day, Capitol employees are still at work. 
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Your advertising {benefits by pluses 
that are bound to bring additional 
results, when you advertise in the 
Rotogravure Sections of Sunday news- 
papers. 

One important plus you get when you 
advertise in Roto is preferred position.” 
No matter what page your ad appears 
on in Rotogravure Sections, it is flanked 
by editorial matter which attracts a 
larger reader audience than any other 
pages of the Sunday paper which are 
open to advertisers. 

As you know, the Rotogravure Sec- 
tion is one of the most eagerly sought 


SALES 


MORE ATTRACTIVE ADVERTISING 
MEANS MORE READERS — 
MORE READERS 

MEAN MORE SALES — 


Sey 


sections of the paper. It appeals to 
everyone who can influence a decision 
to buy your product. Mother, Father, 
young and older children turn to the 
Rotogravure Section for beautiful and 
dramatic pictures of the world’s news. 

Rotogravure is recognized as the “de 
luxe” section of Sunday newspapers. 
It has a distinctive, high-grade atmos- 
phere which naturally envelopes the 
advertising in it—glamorizing and giv- 
ing additional prestige to products ad- 
vertised therein. Your product is realis- 
tically pictured in Roto’s rich monotone 
or thrilling natural colors, making iden- 


Manufactured by 


HTX 


tification easier—substitution more diffi- 
cult at point of sale. 

Write Kimberly-Clark Corporation for 
special studies on reader interest given 
to Rotogravure advertising drawn from 
your own classification. If you adver- 
tise a food product, a special portfolio 
of women’s or food product advertising 
with a special analysis is available to 
you. Similarly with drugs, cosmetics, etc. 
In this way we may be of help to you in 
selecting a medium which can promise 
you a maximum potential audience of 
newspaper readers. There is no charge 
for our cooperation. 
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MEETING THREAT OF ARMS STRIKES 


Renewal of Labor Strife Brings Demands for Federal Controls 


Pledge of AFL groups 
to avoid work stoppages. 
How the CIO differs 


The industrial calm that followed the 
strikes against the Vultee Aircraft Cor- 
poration and the Aluminum Company of 
America has not been broken seriously— 
yet. But this week it is badly strained. 
Strike situations are developing at two 
important aircraft manufacturing plants; 
at the Ford Motor Company and at the 
Bendix Corporation. 

Congress and the Administration are 
showing an increased awareness of the 
problem of federal control over labor rela- 
tions, an awareness that reflects, in part, 
the public attitude. The Gallup poll re- 
cently showed that an overwhelming por- 
tion of the country believes strikes should 
not be allowed to interfere with defense 
where 


production—even employes may 
have just grievances. 
Reaction of the House Naval Affairs 


Committee to the testimony of Rear Ad- 
miral John H. Towers is indicative of a 
large bloc of congressional sentiment. The 
chief of the Navy’s Bureau of Aeronautics 
recounted the issues leading up to the dis- 
pute at the Ranger engine plant of the 
‘Fairchild Aircraft Company. He told how 
Sidney Hillman, Associate Director Gen- 
eral of the Office of Production Manage- 
ment, had been unable to settle the 
dispute, despite many efforts. 


Reaction to Admiral’s Testimony 

Admiral Towers explained that the 
Ranger plant’s production of air-cooled 
engines is vital to the Navy’s air expansion 
program. After hearing this recital, Rep- 
resentative Carl Vinson (Dem.), of Geor- 
gia, chairman of the committee, ex- 
claimed: 

“Congress is not going to sit quietly 
by and permit anything to interfere with 
armament production.” 

President Roosevelt already has warned 
both management and unions that the 
Government expects no strikes or lock- 
outs to interrupt the huge defense pro- 
duction. 

Most union leaders are aware of the 
growing sentiment for restrictions on the 
right to strike. Within the past fortnight, 
officers of the American Federation of 
Labor have moved rapidly to allay public 
fears that their unions will impede the 
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Sevan & Underwood 
JOHN P. FREY 
“No strike’ guarantor 


defense program. AFL President William 
Green has reiterated his statement: 

“We recognize the fact that in a great 
emergency such as we now face, it be- 
comes our solemn duty to avoid strikes 
and to prevent interruption of work in 
defense industries. We must substitute 
the conference room for the strike field.” 

The AFL president still maintains, how- 
ever, that “the right to strike is a funda- 
mental and sacred possession of free labor 
in free countries,” and that “this right 
must be jealously guarded and fully pro- 
tected in America.” Further, he admits 
that some strikes may be unavoidable 
where “particular conditions become com- 
pletely unbearable.” 

Other Federation leaders already are 
moving to implement Mr. Green’s an- 
nounced policy. John P. Frey, president 
of the Federation’s Metal Trades Depart- 
ment—a _ subsidiary organization com- 
posed of all crafts employed in the metal 
products industries—called in the leaders 
of unions in this field and worked out 
with them a program to extend unioniza- 
tion without resort to strikes. First indus- 
try to be approached under this plan will 
be shipbuilding. There Mr. Frey will seek 
to negotiate a series of regional agree- 
ments, standardizing wages and work rules 
for all shipbuilding yards covered. Each 
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agreement will contain the union’s guar- 
antee that there will be no stoppage, in 
exchange for which the union will expect 
employers to agree to arbitrate all dis- 
putes that may arise. Similar agreements 
will be offered other industries. 

This attempt at direct settlement of dif- 
ferences with employers, without resort to 
Government, also is being made by lead- 
ers of AFL building trades unions. After 
a conference in Washington last week, 
these unions announced that a national 
agreement with the Associated General 
Contractors of America was being nego- 
tiated, this also containing the unions’ 
pledge that there will be no strikes. Also, 
building trades union officers announced 
that each of the 19 unions in the field had 
agreed to limit the initiation fees charged 
by each local for new members employed 
on defense projects. Exorbitant fees 
charged by some local unions have been a 
source of recent criticism (U.S.N., Dec. 27) . 

The CIO policy, while similar to that of 
the AFL in statement, has not yet been 
implemented. All of the current strike sit- 
uations involve CIO unions. The CIO is 
demanding that the Administration make 
compliance with the Wagner Act and other 
labor jaws a prerequisite to the award of 
defense orders. This demand the Adminis- 
tration so far has refused to grant, despite 
the urging of Mr. Hillman. Meanwhile, 
the CIO has refused to discourage its un- 
ions from striking where leaders believe the 
demands are justified. 

Whether the CIO strike threats are car- 
ried out will determine largely the atti- 
tude of both Congress and the Adminis- 
tration. So far, the Administration appears 
satisfied with the result of its program for 
voluntary adjustments of disputes (U.S.N., 
Dec. 6). Officials have pointed out that, 
for the first six months of the defense 
program, less time was lost through strikes 
than from industrial accidents. In a re- 
cent radio address, Dr. John R. Steelman, 
director of the U.S. Conciliation Service, 
asserted: 

“As head of the oldest federal agency 
dealing with relations of American em- 
ployers and employes, I believe that those 
relations are today on a more wholesome 
basis than at any time in our history.” 

Dr. William M. Leiserson, NLRB mem- 
ber and one of the President’s trusted ad- 
visers on labor policy, contends that legis- 
lation can make strikes illegal, but it can- 
not stop them. 
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never saw in school ! 


VER take a cross-country trip—in the family 
car...over those grand roads...through the 
lovely land that is America? You never no- 

ticed any barriers at state boundaries, did you? 

But they were there, Mister . . . real barriers which 

you couldn’t see. Barriers which stop, or slow, or 

handicap the freight-carrying trucks that do so much 
to lower your living costs... on food, clothes, furni- 
ture... on nearly everything you buy. 





LACK OF UNIFORM LAWS 


For example —a truck traveling south, with a nor- 
mal load, crosses the Ohio River. Half the cargo must 
be taken off. It becomes a two-truck load until an- 
other state line is reached. That means an increase 
in cost and needless delay. 

A mid-west manufacturer of percussion caps is 
shipping by truck to save precious time. Shipments 
afte arriving on schedule, but a barrier tax of $500 per 
trailer is causing terrific increases in the cost of pro- 
ducing vital defense material. 

Recently, a truck load of iron lungs, missing con- 
nections because of state barriers, arrived two days 
late. And so it goes. 

Truck operators try to anticipate these delays and 
avoid extra expense. But it is not always possible. 


REDUCES TRUCKING ECONOMY 


Interstate barriers are not only hindering our national 
defense program—they’re preventing trucks from 
cutting your living costs even more than they do now. 

Trucks — unlike other forms of transportation — 
can travel direct routes — the shortest distance be- 


AMERICAN TRUCKING pssoc 





WHEREVER THEIR WHEELS CAN ROLL, THE TRUCKS 
OF AMERICA HELP REDUCE YOUR LIVING COSTS 
... HELP BRING BETTER LIVING AND BETTER BUSINESS 
.. HELP PROVIDE MODERN HIGHWAYS AND SWIFT, 
FLEXIBLE TRANSPORT FOR AMERICA’S DEFENSE... 


ZU?F-Ne can't jump trucks 


over man-made interstate walls! 


tween points. Faster deliveries, with less handling, 
mean less damage — less loss — lower prices to you. 
Trucks speed production — make mass production 
economies possible. 

TRUCKS PAY ALL HIGHWAY UPKEEP? 
If truck taxes this year were all applied to roads, 
they’d pay for the entire upkeep on every mile of 
state highway in the U. S. A. — with enough left over 
to build 8,000 miles of new roads besides! That’s a 
lot of roads for you to enjoy as a motorist — and for 
Uncle Sam, in national defense. 

7 7 7 

Next time truck legislation comes up for discussion, 
keep these things in mind. Remember — the free flow 
of goods by truck makes a difference, a big difference, 
in your family’s budget! 


THINK THIS OVER 


Trucking employs more men 
than all other transportation 
combined. 


In ten years, taxes collected 
from trucks were enough to 
build 137,000 miles of mod- 


ern highways. 


414 million trucks — and 
their millions of drivers 
are ready to serve Uncle 
Sam when needed! 
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Should the American Navy Be Used to Convoy 
Merchant Ships in Western Half of Atlantic? 


Hanford MacNider 


MASON CITY, IOWA; Former Assistant 
Secretary of War and Minister to Canada; 
National Commander, American Legion, 
1921-22, 


answers: 

No! Under the Neutrality Act it is un- 
lawful for American merchant ships to 
enter war zones, and certainly we have 
no business convoying ships belonging to 
belligerents or carrying munitions or sup- 
plies to belligerents overseas. Such action 
as your question suggests would be a 
gratuitous invitation to them to incor- 
porate us into their everlasting wars for 
the balances of power in Europe. 


Maj. Gen. John A. Lejeune 


NORFOLK, VA.; U.S. Marine Corps (Ret.); 
Marine Commander in World War and in 
Mexican Occupation; Head of Marine 
Corps, 1920-29, 


answers: 


The purpose of a naval force acting as a 
convoy to merchant vessels would be to 
protect them from attack by a naval force 
of the Axis powers. If they were attacked 
by a hostile naval force, the attack would, 
necessarily, result in a naval engagement 
between the attacking naval vessels and 
those protecting the convoy. That naval 
engagement, in all probability, would be 
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With President Roosevelt pledg- 
ing increased aid to Great Britain 
and the Axis powers threatening 
that they may regard such aid as 
an act of war, the question has 
arisen whether the United States 
Navy should be used to convoy 
merchant ships part of the way 
across the Atlantic toward Britain. 
To obtain a consensus on this pro- 
posal, The United States News sent 





to leaders of national industrial 
organizations, to Senators and Rep- 
resentatives taking a leading part 
in international affairs and to other 
authorities on foreign relations this 
question: 
Should the American Navy 

be used to convoy merchant 
vessels in the western half of 
the Atlantic? | 
Answers are presented here. | 


a 





the forerunner of a war between the na- 
tions involved. 

The question at issue, therefore, resolves 
itself into a question as to the advisability 
or the inadvisability of precipitating active 
hostilities between the Axis powers and 
our country. The answer to that question 
would require many more words than space 
allows. 


Maj. Gen. P. C. Harris 


U.S.A., (Ret.), Washington, D.C.; Former 
Inspector General of the Army, 


answers: 


Germany, in utter disregard of well- 
recognized rules of international law, has 
notified the United States that she will 
sink American ships that dare to enter 
her zone of hostilities. The United States, 
as a measure of retaliation, would be fully 
justified in notifying Germany that we 
will capture or sink any German ship, 
naval or merchant, that is found in the 
western half of the Atlantic Ocean. 

The United States, by the passage of 
our so-called Neutrality Act, acquiesced 
in Germany’s illegal blockade, and Ger- 
many would, I am convinced, also acqui- 
esce in any action we might take to ex- 
clude her ships from our waters. 


Robert C. Brooks 


SWARTHMORE, PA.; Chairman, Division of 
the Social Sciences, Swarthmore College; 
President, American Political Science 
Association, 


answers: 

If Britain asks it, certainly the United 
States Navy should be used to convoy 
merchant vessels in the western half of the 


Atlantic. Any other aid desired by Brit- 
ain—ships, guns, planes, tanks—should 
be given. 

Above all, such aid must be given 
promptly. To be too late with it would 
be a stupendous blunder. Already the 
phrase “short of war” is out of date. Cer- 
tainly it means nothing to Hitler, who 
has invaded four ‘absolutely neutral na- 
tions without the slightest warning. For 
the present, apparently, he does not desire 
to take us on. For the future, our only 
choice is between aiding Britain to the 
point of victory or fighting alone in two 
oceans against the three Axis powers. 


William R. Castle 


WASHINGTON, D.C.; Former Under Sec- 
retary of State and Ambassador to Japan, 


answers: 


If the people of the United States, 
speaking through their representatives in 
the Congress of the United States, have 
decided to get into the war, there is no 
reason why the American Navy should 
not be used to convoy merchant vessels 
in any part of the Atlantic. 

If, on the other hand, the United States | 
is not ready to enter the war, the people 
of the country should understand _ that 
the use of the Navy to convoy merchant 
ships destined for Britain or any other 
belligerent country, whether in the east- | 
ern half of the Atlantic or elsewhere, is in 
itself a warlike act and would be certain 
to plunge this country into war. 

If people would think honestly instead 
of merely becoming emotional, it would 
be far easier to decide what position should 
rightly be taken in this and all other mat- 
ters. It does not solve any difficulties “5 
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say that, because Hitler has broken all 
the laws, we have a right to follow his 
example. 


Senator Nye 


(Rep.), North Dakota; Member, Senate 
Committees on Foreign Relations and on 
Appropriations, 


answers: 


Definitely the American Navy should 
not be used to convoy merchant vessels 
anywhere in the Atlantic or Pacific. If we 
are going to stay out of this European 
mess, there is at least one rule that must 
be pursued—stay out. We don’t stay out 
of war when we undertake to convoy the 
merchant vessels of one nation engaged 
in war with another nation. 

Those who would advocate such con- 
voying would be much more honest with 
themselves and with their country if they 
would openly advocate a declaration of 
war. But being in the war and out of it 
at the same time seems to be the dream of 
some people as a possibility. 


Rear Admiral Yates Stirling, Jr. 


(Ret.), New York City; Former Chief of 
Staff, U.S. Fleet; Former Commander, 
Yangtze Patrol, China, and Commandant 
at Pearl Harbor, Hawaii, 


answers: 

The United States is committed to give 
Britain all aid short of war. A neutral zone 
has been declared in the Atlantic of in- 
definite extent from this hemisphere’s 
shores. We are thus bound to prevent by 
force, if necessary, any action of either 
belligerent within that zone. The convoy 
of merchant vessels in the western half of 
the Atlantic would be an aid to Britain 
and would prevent belligerent action off 
our coast and as far out as the middle of 
the Atlantic Ocean. 

This might be stretching a point, but 
would be in line with our commitments. 
The act of convoy might involve the na- 
tion in war, but our aid already does that, 
and a little more would make small dif- 
ference. 


Eugene B. Crowe 


(Dem.), Indiana; Former Member, House 
Committee on Merchant Marine, 


answers: 


The American Navy should not be used 
to convoy merchant vessels in the Western 
half of the Atlantic. This nation should 
continue to increase with utmost speed all 
possible help to the democracies, but 
should continue the present plan of let- 
ing the powers call for our products with 
their own vessels. 

Convoying merchant vessels would soon 
bring this nation into war. In effect, at 
least, it would destroy the Neutrality Act 
passed last year, which act we should pre- 
serve. We should keep our heads while 
giving generously of our aid to our friends. 


(by telegraph) 
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SAID THE ELECTRICAL MOUTH 
TO THE ELECTRICAL EAR... 


*‘ Joe took father’s shoe bench out. 
She was waiting at my lawn.” 

If you were passing through the 
Bell Telephone Laboratories today 
you might hear an electrical mouth 
speaking this odd talk, or whistling 
a series of musical notes, to a tele- 
phone transmitter. 

This mouth can be made to re- 
peat these sounds without variation. 
Every new telephone transmitter 
is tested by this mouth before it 
receives a laboratory or manufac- 
turing O.K. for your use. 

This is only one of the tests to 
which telephone equipment is sub- 
jected in the Bell Telephone Labo- 
ratories. And there is a reason for the 


selection of those particular words. 


It happens that the sentence, “Joe 
took father’s shoe bench out,” and 
its more lyrical companion, “She 
was waiting at my lawn,” contain 
all the fundamental sounds of the 
English language that contribute to 
the intensity of sound in speech. 
Busily at work in the interest of 
every one who uses the telephone 
is one of the largest research lab- 
oratories in the world. The out- 
standing development of the tele- 
phone in this country is proof of 
the value of this research. In times 
like these, the work of the Bell 
Telephone Laboratories 


becomes increasingly 





important and necessary. 


BELL TELEPHONE SYSTEM 


The Bell System is doing its part in the country’s program of National Defense 
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PROPOSED BRAKES ON INFLATION: 
Press Views the FRB Plan 


Revamping of Government financial 
policies so as to forestall inflation, as rec- 
ommended by the Federal Reserve Sys- 
tem, is favored by nine-tenths of the com- 
menting press. A small minority finds seri- 
ous objections to the proposals. 

The Federal Reserve recommended re- 
striction of the credit base by increased 
bank reserve requirements, removal of the 
President’s power further to devalue the 
dollar, sterilization of gold imports to pre- 
vent credit inflation on that base, and 
sale of Government bonds to the public 
rather than to banks. 

The proposals of the Federal Reserve 
in general are held by the Hartford 
(Conn.) Times (Dem.) “to be in accord 
with the theory of John Maynard Keynes, 
British economist, that governments 
should spend their way out of depressions, 
but that, when national income rises, taxes 
should be raised to balance the budget 
and prevent inflation.” 

“While at no time since the first de- 
valuation has the President indicated any 
intention of exercising the devaluation 
privilege,” says the Syracuse (N.Y.) 
Herald-Journal (Ind.), “yet the fact that 
such power exists has been a factor mak- 
ing for financial uncertainty.” 

“For years,” recalls the New York Sun 
(Ind.), “Chairman Eccles has served in 
the temple of deficit financing as a means 
of priming the business pump. Now, with 
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THE ROAD BACK 


defense outlay running to fantastic fig- 
ures, only a miracle of taxation and self- 
denial can swing into balance the budget 
that will confront us this year. Mr. Eccles 
must be welcomed back into the fold of 
financial sanity.” 

“Regardless of the theory behind the 
Federal Reserve program,” according to 
the Buffalo (N. Y.) Evening News 
(Rep.), “it will be welcomed as an indi- 
cation that the Government is aware of 
the danger of inflation as a result of the 
rearmament boom, whether this takes the 
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form of runaway prices or a speculative 
orgy.” 

“A price boom, raising the cost of arma- 
ment,” concludes the Columbus (O.) Cit- 
izen (Ind.), “would not only burden the 
taxpayer, but also would reduce the living 
standards of American wage earners. And 
when the big borrow-spend drunk had 
passed, the country would be left with an- 
other economic hangover. We are glad to 
see someone reaching for the brake.” 

“Tt is reassuring,” agrees the Long Beach 
(Calif.) Press-Telegram, “to read the Fed- 
eral Reserve officials’ explanation that the 
program they recommend is precautionary, 
and that there is no immediate threat of 
inflation.” 

The New 


York Times (Ind. Dem.) 


Elderman for Washington Post 
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THE RACE 


comments: “If these monetary policies are 
adopted, they will be successful only if ac- 
companied by equally courageous reforms 
in the federal budget; but the budget . . . 
is beyond the province of the Federal Re- 
serve System.” 

“Tt is to reassure prospective investors,” 
maintains the Richmond (Va.) News 
Leader (Dem.), “at the same time infla- 
tion is checked, that the officials of the 
Federal Reserve System unanimously pro- 
posed the repeal of the emergency powers 
of the President. If he does not intend to 
use the powers, why should he not be 
willing to lay them down?” 

“This report on money and credit poli- 
cies,” contends the Youngstown (O.) Vin- 
dicator (Dem.), “would have been help- 
ful if it had been adopted four or five 
years ago when the Administration was 
charting its financial course, but now it 
comes at a time when it will do more 
harm than good. To insist upon depriving 
the President of his power to devalue the 
dollar and to issue up to three billions of 
greenbacks would merely raise a contro- 
versy that would hinder him in the per- 
formance of duties which are more impor- 
tant. Moreover, it would cause unfortu- 
nate division at a time when the nation 
should stand united as never before. The 
good sense and patriotism of the “people 
must be counted on to prevent the infla- 
tion that the Reserve System has in mind.” 

“If the program under discussion does 
nothing else,” states the Knoxville (Tenn.) 
Journal (Ind.), “it will constitute a rally- 
ing point for the more conservative ele- 
ments in Congress in consideration of the 
nation’s imminent fiscal problems. 
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The Dro and Con of National Issues 





Defense, War Issues in Congress: 
Comment of Nation’s Editors 


About half of the editors commenting 
on issues that face the new Congress em- 
phasize the legislators’ task of improving 
efficiency in the defense program and of 
meeting its cost. The others call particu- 
lar attention to their belief that Presi- 
dent Roosevelt is charting a path toward 
war and that this is a matter for congres- 
sional consideration. 

“The people believe,” says the Boise 
(Idaho) Statesman (Rep.), “that democ- 
racy can be efficient and strong. To jus- 
tify the people’s faith, Congress faces a 
tremendous responsibility. This session 
will test its ability.” 

“The immediate task of the new Con- 
gress,” according to the Baltimore (Md.) 
Sun (Ind. Dem.), “is one of organization. 
The case for a general financial commit- 
tee, preferably a joint committee repre- 
senting the leadership of both House and 
Senate, becomes practically unanswerable. 
Orderly planning of the federal finances 
will be more important than ever in the 
year that lies ahead.” The Sun condemns 
the “haphazard handling of all financial 
bills in the past.” 

“The President appears to believe,” 
states the Pittsburgh (Pa.) Post-Gazette 


(Rep.) , “that we can execute our vast re- 
armament program without giving it pri- 
ority over social reform. Let us by all 
means preserve all we can of sound social 
legislation and let us seek to maintain and 
extend our standard of living. But insofar 
as they are obstacles to prompt rearma- 
ment, they must yield to the pressure of 
immediate necessity.” 

“There must be increased taxes,” de- 
clares the St. Louis (Mo.) Star-Times 
(Ind.); “not enough to make us ‘pay as 
we go’ this year, but enough to balance 
the budget and reduce the debt when 
maximum production is reached. Where 
shall the weight of those taxes fall? If this 
Congress loads them on the consumers of 
goods, with no regard to ability to pay, 
the result will be a crop of national-defense 
millionaires, and suffering, unrest and dis- 
unity among the masses of the people. 
There will have to be heavier income 
taxes in the middle brackets, heavier cor- 
poration taxes, a real excess-profits tax 
in place of the hodgepodge pretense 
passed by the last Congress, and an end of 
the criminal folly of tax exemption for in- 
come from public bonds.” 

Agreeing that “new taxes will be de- 
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“YOU BETTER STICK AROUND” 


manded,” the Troy (N. Y.) Record (Ind.) 
concludes that “what forms these will take 
it will be for Congress to decide.” 

“The President has charted a path defi- 
nitely into the world struggle,” concludes 
the New Haven (Conn.) Journal-Courier 
(Ind.). “If Congress agrees, and there 
seems little doubt that after some flurries 
of debate Congress will agree, the final 
step will have been taken. There will be, 
and it is possible that even now there is, 
no turning back. But the American people 
must realize the direction in which they 
are moving. Their nation is assuming 
world leadership in a world-wide strug- 
gle.” 

“Even though the first part of the mes- 
sage constituted a declaration of war so 
far as the President is empowered to make 
it,” argues the Grand Rapids (Mich.) 
Herald (Rep.), “the mass of Americans 
seem in general approval of the President’s 
position. But if we must spend more bil- 
lions for defense, and if we must pyramid 
still higher our national debt because of the 
emergency, the people generally, we be- 
lieve, think it wiser to curtail some of our 
other experiments, at least not expand 
them and continue to pile up that debt 
even higher, for the turning point is al- 
together too near at hand.” 

“Unquestionably,” in the opinion of the 
Roanoke (Va.) World-News (Dem.), “the 
address took this country a definite step 
nearer to war. Our neutrality has for some 
time been but a thin veneer of pretense. 
The Johnson Act and other acts of Con- 
gress are circumvented, though the Ad- 
ministration has not asked for their di- 
rect repeal.” 


33 











(This article represents the result of an 
extensive research on a topic of outstand- 
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PLAN TO FIGHT NAZIS 
IN SOUTH AMERICA 


Drive to Oust Totalitarian Ideas and Establish Democratic Solidarity 


Strengthening of U.S. ties 
on commercial, cultural 
and communications fronts 


Latin America is becoming a _ battle- 
ground where ideas are weapons. Antag- 
onists in the struggle are the United 
States, spokesman for democracy, and 
the Axis powers, preaching the doctrines of 
totalitarian dictatorship. Objective of the 
battle is to bring the weaker states of the 
Western Hemisphere, with their rich and 
undeveloped resources, into one system or 
the other. The outcome promises to de- 
termine the course of history in this hemi- 
sphere for generations to come. 

Immediate goal of American policy is 
to counteract the propaganda activities of 
the dictatorships in neighboring states be- 
low the Rio Grande; to demonstrate by 
persuasive facts and example. The pro- 
gram, which is both commercial and cul- 
tural, is being pushed on many fronts, but 
the dominating idea is to establish hemi- 
sphere solidarity in fact as well as theory. 

General director of the campaign is 
Nelson A. Rockefeller, who has the title 
of Co-ordinator of Commercial and Cul- 
tural Relations between the American 
republics. Mr. Rockefeller’s task is to 
bring unity to a program that involves 
the Departments of State, Treasury, Agri- 
culture and Commerce, as well as the Ex- 
port-Import Bank, the Maritime Commis- 
sion, the Tariff Commission, the Civil 
Aeronautics Board, the Library of Con- 
gress and the Pan-American Union. To 
help him, Mr. Rockfeller has a large 
number of volunteer workers and assist- 
ants. The cost of the work is less than 
$5,000,000, according to the figures sub- 
mitted by the President in his budget 
message. This sum is just about five-eighths 
of the cost of a single naval destroyer. 

A measure of the problems that Mr. 
Rockefeller faces was given when he re- 
ported that “anti-American” represent- 
atives in Latin America are ingeniously 
using U.S. dollars to finance their activi- 
ties. This fact was uncovered by a mis- 
sion of American trade experts who have 
been studying commercial relations for 
Mr. Rockefeller’s office since last August. 

The mission found that American busi- 
ness firms frequently engage represent- 
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—Harris & Ewing 


NELSON A. ROCKEFELLER 
Profits in hemisphere solidarity 


atives of dictators as their Latin-American 
agents, and that these agents use adver- 
tising appropriations from the United 
States to influence editorial policies of 
Latin-American newspapers and radio sta- 
tions. Agency profits also are sometimes 
used to finance anti-American propaganda 
activity in Central and South America. 
The central theme of totalitarian propa- 
ganda in Latin America is that the hemi- 
sphere solidarity policies of the United 
States are, in fact, simply selfish methods 
of subjecting the countries of Latin Amer- 
ica to political control from Washington 
and economic control from Wall Street. 
Mr. Rockefeller proposes to combat this 
propaganda by exposing the assertions as 
untruths, and by demonstrating that be- 
hind the Good Neighbor policy is honest 
good will. To do this he has outlined a 
program calling for attack on three fronts 
—commercial, communications, cultural. 
The organization of the campaign is 
shown in the chart on the next page, which 





7 ing importance in National Affairs today.) 


also lists the principal Rockefeller aides. 
The plan of campaign is twofold, involving 
an emergency program to offset Nazi and 
Fascist propaganda and commercial ac- 
tivity, and a long-range program to cement 
relations between the Americas. 

In the propaganda field, the Co-ordina- 
tor’s organization is already detecting anti- 
American activity through analyses of the 
totalitarian press services, radio and mo- 
tion pictures. The effect of this propagan- 
da on Latin-American peoples and policies 
is also being studied. 

Thus informed, the Co-ordinator then 
proposes to combat this activity by im- 
proving communication facilities between 
the United States and Latin America. Ra- 
dio stations would increase in number and 
improve in programs; newsreels are being 
encouraged to display more topics of in- 
ter-American interest, and Hollywood’s 
output of educational films with inter- 
American angles is increasing. The office 
also is stressing the importance of en- 
larging Latin-American outlets for Amer- 
ican press services and thus displace or 
neutralize the low-cost or free services now 
supplied from Germany and Italy. 

Realizing that, like trade, communica- 
tions are a two-way proposition, the Co- 
ordinator plans further to increase North 
America’s knowledge of South and Cen- 
tral America through news dispatches, 
newsreels, motion pictures and radio pro- 
grams. 


Stimulation of Imports 

The Co-ordinator’s office is aware, how- 
ever, that ideas and arguments alone will 
not bring victory in the present struggle, 
and, therefore, has developed an emergency 
commercial program to add substance. 


The Co-ordinator’s commercial program 7 


calls for immediate stimulation of imports 
from Latin America into the United States 
in order to build up dollar exchanges in 
neighboring countries. Emphasis is being 
placed on importing critical materials 
needed for this country’s defense, such as 
nitrates from Chile, copper from Peru and 
tin from Bolivia. 

Emergency loans to tide Latin-Ameri- 
can governments through war-caused de- 
pressions also are contemplated. The re- 
cent loan to Argentina is an example, and 
others are being proposed in negotiations 
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with the Export-Import Bank. At least 
eight exchange loans with Latin-American 
countries already have been consummated. 

Through co-operation with the Maritime 
Commission and commercial airlines, Mr. 
Rockefeller also is urging a schedule of 
reasonable transportation charges for pas- 
sengers and freight, so that inter-American 
trade can be stimulated. And, finally, the 
Co-ordinator’s office is concerned with 
making plans to prevent private U. S. 
enterprise from advancing, consciously or 
unconsciously, the interests of anti-Amer- 
ican forces in Latin America. Thus, private 
business firms are being encouraged to es- 
tablish their own business agencies in 
neighboring countries to thwart activities 
the office’s trade mission already has dis- 
covered. 

The emergency commercial program is 
being planned as an earnest of the bene- 
ficial effects to Latin America of the 
United States’ hemisphere policy. But Mr. 
Rockefeller’s program looks beyond the 
emergency and seeks to prove that hemi- 
sphere solidarity is soundly conceived 
and can be profitably executed. 

With the Export-Import Bank and the 
Inter-American Development Commission, 
of which Mr. Rockefeller is chairman, the 
Co-ordinator is working on a long-range 
commercial program to develop produc- 
tion in Latin America of commodities that 
are not produced in the United States. 
Thus Bolivian tin production, Brazilian 


INTER-AMERICAN DEVELOPMENT 
COMMISSION 

Nelson A. Rockefeller - Chairman 

J. McClintock - Executive Secretary 

J. Rafael Oreamuno 
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and Mexican rubber plantations, Central 
American fiber and hardwood industries 
may be developed with financial assist- 
ance from the United States. 

Another aspect of the program is to free 
Central and South America from complete 
dependence on European markets for their 
welfare. To accomplish this, domestic in- 
dustries, like steel in Brazil, are being pro- 
moted. With increasing internal prosper- 
ity, Latin-American countries are expected 
to be able to consume more of their 
own raw materials and to provide an ex- 
panding market for American industrial 
products like automobiles, shoes, sewing 
machines and heavy machinery. 


Aid to Solidarity 


Unless such a long-range development 
program is carried out, Mr. Rockefeller 
and his aides believe that hemisphere soli- 
darity is doomed to failure. Without it 
they fear that an Axis-controlled Europe 
would have many Latin-American govern- 
ments at its mercy as a monopoly buyer of 
Argentine wheat, Uruguayan meat, Bra- 
zilian cotton, and Colombian oil, to cite 
only a few examples. 

Coupled with this long-range economic 
program is a long-range cultural program 
to increase understanding between the 
Americas as economic ties become strong- 
er. A link between the two programs is 
the promotion of inter-American travel on 
a two-way basis. 


EXECUTIVE COMMITTEE 
Nelson A. Rockefeller ~ Chai 
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Cultural ties are to be strengthened 
through education, the arts, music and 
sports. American educators are to be en- 
couraged to devote more attention to 
Latin-American history and Latin-Ameri- 
can problems and a corresponding program 
will be urged in the schools of Latin Amer- 
ica to increase knowledge of the United 
States. Plans also are forming to exchange 
professors and graduate students in West- 
ern Hemisphere universities, to  inter- 
change and translate literature and current 
publications, and to arrange for exhibi- 
tions and concerts in both North and 
South America of American paintings, art 
and plays. Inter-American sports con- 
tests also would be promoted as a means 
of creating better hemispheric under- 
standing. 

The Co-ordinator also has formulated 
a plan to create in Washington an institute 
for post-graduate instruction of men in 
governmental, cultural and commercial 
fields who plan to work and live in Latin 
America. Permanent settlement of U. S. 
citizens in Latin America, just as Ger- 
mans and Italians have settled there, is 
regarded as one of the strongest methods 
of insuring solidarity. 

This program, for which $5,000,000 is 
now being asked of Congress, is viewed as 
valid regardless of the outcome of the 
war in Europe, on the theory that hemi- 
sphere solidarity will be desirable what- 
ever the result. 


INTER - DEPARTMENTAL COMMITTEE 
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RAISING THE MONEY FOR DEFENSE 


Borrowing and taxation problems un- 
paralleled in the nation’s history are con- 
jured up by the vast spending program 
outlined in President Roosevelt’s budget 
message to Congress. 

The budget shows that the Administra- 


tion plans to spend about $25,000,000,000 
in the next 18 months, more than $15,000,- 
000,000 of it for defense. Revenue in this 
period is estimated at $12,000,000,000, 
leaving $13,000,000,000 to be raised: (1) 
by borrowing; (2) by levying new taxes. 











Cash and Due from Banks 


Loans and Bills Discounted 


Real Estate Mortgages 
Banking Premises 





BANKERS TRUST COMPANY 
NEW YORK 


CONDENSED STATEMENT OF CONDITION 
ON DECEMBER 31, 1940 
ASSETS 
U. S. Government Securities . 
State and Municipal Securities .. 
Stock of Federal Reserve Bank .. 
Other Securities and Investments . 


Accrued Interest and Accounts 











$613,287,942.32 
588,895,553.33 
255,161,766.80 
44,406,245.55 
2,250,000.00 
44,915,452.20 
2,429,870.88 
16,802,093.52 




















0 eee eee ee ‘ 4,328,749.59 

Customers’ Liability on 
Acceptances ...... —T YT 2,050,790.32 
Bonds Borrowed ...--cccces 4,995,250.00 
$1,579,523,714.51 

LIABILITIES 

<  Pvrer erreerrrerre -  $25,000,000.00 
Surplus ee oe eee ase 50,000,000.00 
Undivided Proftts ......2+ ‘i 33,413,246.68 
Dividend Payable January 2, 1941. 1,250,000.00 


Deposits (Including Official and 
Certified Checks $44,533,971.57). . 1,460,558,559.81 


Accrued Taxes, Interest, etc..... 


Acceptances Outstanding (Less 
Amount in Portfolio $3,835,804.49). 


Liability under Bonds Borrowed . 
Other Liabilities .........4.. 


Securities in the above statement are carried in accordance with the method de. 
scribed in the annual report to stockholders, dated January 11,1940. Assets carried 
at $3,283,146.17 have been deposited to secure deposits and for other purposes. 


Member of the Federal Deposit Insurance Corporation 


1,169,510.61 


2,347,293.00 
4,995,250.00 
789,854.41 


$1,579,523,714.51 


























But that is not all. The budget reveals 
anticipated outlays for defense of about 
$11,000,000,000 in the fiscal year ending 
June 30, 1943. In other words, the Gov- 
ernment will have to obtain in money 
markets, from savings of individuals, and 
through new taxes, more than $20,000,000,- 
000 in the next two and one-half years. 

This financing task is unprecedented be- 
cause of three conditions: 

1. The nation is overloaded with money, 
due to the enormous influx of foreign gold 
and silver in the last seven years and the 
increase in bank deposits to record levels 





—Wide World 
MAYOR LA GUARDIA 
Opposes reciprocal taxation 


brought about by previous Government 
deficit financing. This has hamstrung the 
Federal Reserve System’s credit controls. 
It has brought warnings from Government 
officials and bankers that, once inflation 
got going, no existing machinery would be 
capable of stopping it. Result: a policy of 
caution in shaping borrowing plans, di- 
rected toward holding down further in- 
creases in bank deposits. That means tap- 
ping savings so far as possible. 

2. To obtain maximum possible speed 
in defense preparations, the Administra- 
tion wants to encourage business to ex- 
pend until the nation’s man power is fully 
employed. That means that no tax ob- 
stacles should be placed in the way of 
business improvement. Result: President 
Roosevelt frowns on “restrictive” taxes, 
particularly a general manufacturers’ sales 
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tax. Neither are processing taxes, nor any 
such variation of these taxes as the “in- 
come certificate plan,” popular now. 

3. The armament program begins at a 
time when the public debt is nearly double 
the World War peak. The question is 
raised as to how much higher the debt 
can go before Government credit becomes 
unsteady. 

Because of a cautious Administration 
tax policy, plans are to raise the bulk of 
the money needed for defense by bor- 
rowing. That means gradually increasing 
efforts, such as were seen in the World 
War, to get the public to buy Govern- 
ment bonds. Nothing resembling the 
World War “Liberty Bond” drives will be 
launched right away. But there is every 
prospect that similar, or even more intense, 
drives will come. For the present, large 
blocks of long-term Government bonds 
attractive to individuals, insurance com- 
panies and savings banks will be offered 
on the market. 


Taxable Issues Planned 

Bonds to be sold to finance defense will 
be made subject to full federal taxation— 
although Congress first must pass legisla- 
tion permitting this. The Administration 
also wants tax exemption ended for all 
future security issues of the federal, state 
and municipal governments. Legislation 
authorizing reciprocal taxation by these 
governments of income from their future 
security issues will be sought. A hard 
fight over the move is in prospect. Op- 
position centers around Mayor Fiorello H. 
La Guardia, of New York, president of the 
United States Conference of Mayors. His 
argument: Reciprocal taxation would 
mean federal control of future state and 
municipal financing. 

The President says that “a start should 
be made this year to meet a larger percent- 
age of defense payments from current tax 
receipts.” Consideration is being given to 
new taxes at this session of Congress that 
would raise $1,500,000,000 annually in 
revenue. 

Until the nation’s man power is fully 
employed, Administration policy-makers 
want new taxes enacted that would draw 
in from the public and private industry, so 
far as practicable, money that would be 
saved or added to corporation reserves. 

After full employment is reached, drastic 
measures would be favored to prevent in- 
flation. That would include taxes on a 
scale never seen before in this country. 
Every effort would be made to balance the 
budget, even at the high spending rate 
made necessary by maintenance of a 
large Army and a two-ocean Navy. 

But for the present, the Administra- 
tion’s desire is for strict observance of 
the “ability-to-pay” principle in levying 
new taxes. Ahead of everything else on 
the President’s new tax program is a 
tightening up of the excess profits tax 
passed by Congress at the last session. 
This tax, he says, is not adequate. His 
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Guaranty Trust Company of New York 


14 w 
Fifth Ave. at 44th St. 0 Broad ad Madison Ave. at 60th St. 
LONDON VICHY PARIS BRUSSELS LIVERPOOL 


Condensed Statement of Condition, December 31, 1940 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . . . 


-$ 1,044,582,220.86 


. 





U. S. Government Obligations ... . « « « 1,137,212,692.63 
Public Securities . . +’ +e ee 49,235,460.91 
Stock of the Federal Reserve Bank ee 6 ae 7,800,000.00 
Other Securities and Obligations ...... =. 21,191,471.98 
Loans and Bills Purchased .....+ +s 431,135,085.50 
Credits Granted on Acceptances. . 2 © « 5,961,372.98 
Accrued Interest and Accounts Receivable a a 7,468,230.20 
Real Estate Bonds and Mortgages . . ... - -~ 1,759,337.81 

2,706,345,872.87 
Bank Buildings . . 2c cc ceo eeeeeee 11,258,541.69 
Other Real Estate . @&@ @& &@¢ @ ee 8&8 6 & S @ 1,361.599.32 





Total Resources. . . « © « « -$2,718,966,013.88 





LIABILITIES 


Deposits .. + « « + $2,389,928,981.83 
Checks Outstanding . oe 6 = * 33,294,970.40 





$2,423,223,952.23 


Acceptances. .. .« e «© « « $14,928,817.73 
Less: Own Acceptances 
Held for Investment. ... .; 8,967,444.75 





5,961,372.98 
Liability as Endorser on Acceptances and 

Foreign Bills . . “— 248,398.00 
Agreements to Repurchase ‘Securities “Sold = a 228,741.00 

Items in Transit with Foreign Branches and Net 

Difference in Balances Between Various Offices 

Due to Different Statement — of Some 
Foreign Branches . . eas 6 & 751,643.95 
Dividend Payable January 2, 1941. a 2,700,000.00 
Miscellaneous Accounts Payable, Accrued Taxes, ete. 8,905,406.11 
2,442,019,514.27 


Capital “ef @ © © © © @ @ g& 90,000,000.00 
Su lus Fund *e2 6 ¢ 6s 6 6 @ 170, 000, 000. 00 
Undivided Profits ...... 16, 946,499.61 


Total Capital Funds . . .. . #276,946,499.61 
Total Liabilities . . . . . . « « «$2,718,966,013.88 


Securities carried at $17,614,042.68 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 








This Statement includes the assets and liabilities of London and Liverpool Branches 
as of December 31, 1940; Paris, Havre and Brussels Branches as of November 30, 1940, 


Member Federal Deposit Insurance Corporation 
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J. P. MORGAN & CO. 








INCORPORATED 
NEW YORK 
Condensed Statement of Condition December 31, 1940 
ASSETS 
Cash on Hand and on Deposit in Banks..... $271,914,851.05 
United States Government Securities, 

Direct and Fully Guaranteed......... cece 861,333 ,143.77 
State and Municipal Bonds and Notes..... oe 67 ,623 ,066.01 
Other Bonds and Securities (including Shares 

of Morgan Grenfell § Co. Limited)....... ‘ 19,666 ,749.73 
Loans and Bills Purchased. Tr ° 85,849,992 .40 
Accrued Interest, Accounts Recsteatiie, 6s... 1,483,777 .36 
Investment in Banking Premises........++: ° 4,000 ,000.00 
Liability of Customers on Letters 

of Credit and Acceptances. .. .$11,503,829.19 

Less Prepayments......... 461,216.78 11,042,612.41 

RN EN sec an dees ewnns eden es eens $772,864,192.73 
LIABILITIES 

Deposits. . P eosccee $719,913,4038.17 
Accounts Payable ‘ond Misoclloncous 

NE ..b 40 440-5 cede p< aoe se beeeeeun os 1,132,471.08 
Acceptances Outstanding and Letters of Credit 

BNNs ha ne dk he biS6bb eo ee case aeienndeiesee 11,503 829.19 
SEs oda nck’ guemecenae ...+-$20,000,000.00 
Surplus.... (006essnscc00 SEO 
Undivided Profits . oveses eeececee 314,489.29 40,314,489 .29 

ee eee $772,864,192.73 





United States Government securities carried at $0,047,837.25 in the above statement are 
pledged to qualify for fiduciary powers, to secure public monies as 
required by law, and for other purposes, 


January 6, 1941 
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MEMBER 


CONDENSED STATEMENT 


FIRST NATIONAL BANK 
IN ST. LOUIS 
At the Close of Business, December 31, 1940 


RESOURCES 


Loans and Discounts 

U. S. Government Securities 
Other Securities Guaranteed by U. S. Government 25,020, 217.37 
Other Bonds and Stocks 9,032, 191.62 
Stock in Federal Reserve Bank 426,300.00 
Banking House, Improvements, Furniture and Fixtures 522,513.62 
Other Real Estate Owned 


$ 68,751,581.59 
56,438,880.57 


Customers’ Liability a/c Letters of Credit, Acceptances, etc. 403,859.23 
Accrued Interest Receivable 559,771.91 
Overdrafts 3,163.58 
Other Resources 6,026.16 


Cash and Due from Banks 147,186,709.90 


$310,072,997.56 


Capital—Common LIABILITICS $10,200,000.00 
Surplus and Profits 9,027,560.32 
Dividend Declared, Payable February 28, 1941 240,000.00 
Reserve for Taxes, ‘Interest, etc. 240,461.05 
Unearned Discount 238,208.02 
Liability a/c Letters of Credit, Acceptances, etc. 438,660.63 


Individual Deposits 

Savings — 

Bank Deposit 

City of St. Leute and Other Public Funds 


Total Deposits 


om. 356, ty ° 
2847.06 


11a. 406, 359. 41 
6, 078, 020.82 





289,688, 107.54 
$310,072,997.56 


FEDERAL DEPOSIT 





INSURANCE CORPORATION 











policy is to prevent people from getting 
rich out of the defense activity so far as 
this can be done. 

At present, corporations, in computing 
their excess profits tax, have their choice 
of an income deduction of 8 per cent of 
their invested capital or 95 per cent of 
their average earnings in the years 1936- 
1939, inclusive. 

These income deductions were written 
into law as a result of a Senate demand, 
led by Senator Harrison, (Dem.), Mis- 
sissippi, chairman of the Finance Commit- 
tee, that the excess profits tax should ap- 
ply only to profits accruing from the de- 
fense activity. The Treasury wanted to 
restrict corporations to a deduction based 
on invested capital. 


Question of Income Deductions 

Straws in the wind point to a revival of 
the controversy in Congress over the ques- 
tion of income deductions to determine 
profits on which the excess profits tax 
would be paid. 

An effort will be made, either to repeal 
the option granted corporations of deduct- 
ing their average earnings for the pre- 
emergency years, or to reduce to 75 or 85 
per cent the portion of their average earn- 
ings that could be deducted. Proposals are 
being considered for lowering the invested 
capital deduction to six or seven per 
cent. 

Other new revenue sources, favored by 
the Administration, include: higher cor- 
poration taxes, possibly up to 28 or 30 per 
cent for concerns earning more than $25,- 
000 a year; an increase in the 4 per cent 
normal income tax to 6 per cent or higher; 
still higher surtaxes, particularly for per- 
sons earning more than $10,000 a year— 
the “savings” class; removal of exemptions 
in computing surtaxes, thereby bringing a 
general increase in surtaxes, and an in- 
crease in estate taxes in the lower and 
middle brackets, perhaps with a lowering 
of the $40,000 estate tax exemption, to- 
gether with corresponding increases in gift 
taxes. 

Also unopposed by the Administration 
would be further increases in “nuisance” 
taxes on certain semi-luxury articles, such 
as on beer, liquor, wines, tobacco and gas- 
oline. 

Some members of Congress, fearful of 
rising deficits and debt, would prefer to 
see drastic taxes enacted now. It was to 
these members that the President ad- 
dressed the following remarks in his budg- 
et message: 

“Only very drastic and restrictive taxa- 
tion which curtails consumption would 
finance defense wholly on a pay-as-you-go 
basis. I fear that such taxation would 
interfere with the full use of our produc- 
tive facilities... . 

“T suggest, therefore, a financial policy 
aimed at collecting progressive taxes out 
of a higher level of national income. I am 
opposed to a tax policy which restricts 
general consumption as long as unused 
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capacity is available and as long as idle 
labor can be employed. ... 

“The additional tax measures should be 
based on the principle of the ability to 
pay. Because it is the fixed policy of the 
Government that no citizen should make 
any abnormal net profit out of national 
defense, I am not satisfied that existing 
laws are in this respect adequate.” 


* 


Low Interest Rates: 
Investment Problem 


The problem of borrowing to finance de- 
fense has brought into sharp focus the in- 
terest rates paid on Government and other 
high-grade security issues. Rates carried 








. by such securities have dropped in recent 


years to the lowest levels in history. 

The reason has been the surplus of bank 
money. As the foreign gold flood poured 
into the country, and the Treasury bought 
silver from abroad, the metal was trans- 
lated into excess bank reserves. Conse- 
quently, member banks of the Federal Re- 
serve System now have $7,000,000,000 of 
idle money, and these unemployed dollars 
operate as a weight to depress interest 
rates. 

Result: The Government, municipali- 
ties, many corporations, have been able to 
borrow money and to refund maturing se- 
curity issues at record low interest rates. 
Conversely: Investors in securities, includ- 
ing banks, have seen their dollars lose 
value because of diminished yields. 

The excess reserves volume constitutes 
an inflationary threat, since it would pro- 
vide the base for a bank credit expansion 
of $50,000,000,000 to $60,000,000,000. A 
vast increase in industrial activity to pro- 
duce armament might lead to inflation, 
unless checked. 

Record low interest rates, and the dan- 
ger of inflation, were in the background 
of the Federal Reserve System’s recent 
recommendations for far-reaching controls 
over bank reserves. 

Any reduction in idle bank funds would 
tend to cause interest rates to strengthen. 
In fact, the mere announcement by the 
Federal Reserve System of its credit con- 
trol plan was followed by a decline in 
prices of Government securities. 

Secretary of the Treasury Morgenthau, 
frequently at odds with Chairman Mar- 
riner S. Eccles of the Federal Reserve 
Board, blamed the announcement for the 
decline. He declared he was opposed to 
raising interest rates by artificial means. 

Significant: The Administration no long- 
er is encouraging the idea that the interest 
rate level should be advanced as a means 
of attracting savings to finance defense. 
Plan is to keep the interest rate level 
where it is, except for a slight increase in- 
cident to ending tax exemption for securi- 
ties, and to pay more for money only by 
issuing longer-term bonds, which naturally 
carry higher rates. 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office > 55 WALL STREET + New York 





Condensed Statement of Condition as of December 31, 1940 


(In Dollars) 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers.......... «++. $1,364,824,538 
Ce ee OF TE I a vas on oivneweencevseaccas 1,401,172 
United States Government Obligations (Direct or Fully 

I hindi paren wd onwep anne akadaneaeal 860,973 ,666 
Obligations of Other Federal Agencies. .............+. 40,806,922 
State and Municipal Securities................... a¢ae 148,105,462 
i a a ete ad sean 67,313,993 
Loans, Discounts and Bankers’ Acceptances. ........ ee 544,312,305 
Real Estate Loans and Securities... ...........ececee 7,363,080 
Customers’ Liability for Acceptances. ..........0+0- ee 7,043,466 
Stock in Federal Reserve Bank... .............000. _ 3,915,000 
Ownership of International Banking Corporation ...... 7,000,000 
i «5c tekacteseedudeseaaeaaed ouebe oes 41,224,960 
SE Fe IO 0 0 0 0.00.000000s00s5000000 ccvcce eoee 273,324 
Se SDs a 5 04.5 054556 00040000600006000000000008 908,499 


Total, .cccccccccccccccccccccccccccccccces _ $3,095,466,387 


LIABILITIES 

SN 5 ob esddddde haehesw ences dese enedineesaeeen $2,908,437,735 
Liability on Acceptances and Bills........ $15,812,706 

Less: Own Acceptances in Portfolio. ..... 6,075,063 9,737,643 
Booms tn Tmmalt with Tiremaehes.. . . occ cccccccccsccsese 6,610,912 
Reserves for: 

Unearned Discount and Other Unearned Income..... 3,910,095 

Interest, Taxes, Other Accrued Expenses, etc......... 5,894,067 

Ee ee ee en ae eee 3,100,000 
Gs Ward ddeewaskthnaetecdacdawse $77,500,000 
st 5b secanWeesbehaogueneeceean 64,500,000 
ok sw 5 deh web aweceaw ous 15,775,935 157,775,935 





TETTTETIL TTT TCT TL TE $3,095,466,387 


Figures of Foreign Branches are as of December 23, 1940. 
(London as of December 21) 


$75,007,376 of United States Government Obligations and $35,778,203 of other assets 
are deposited to secure $87,014,169 of Public and Trust Deposits and for other purposes 
| required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 
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Nes - Limes. 





Title Reg. U.S. Pat. Of. 


What you as a businessman CAN and CANNOT do 


as a result of federal court and administrative decisions: 


YOU CANNOT refuse to sign a con- 
tract embodying an agreement you 
reached with representatives of a labor 
union. The Supreme Court holds that an 
employer's refusal to reduce terms of an 
agreement to writing constitutes a refusal 
to bargain under the Wagner Act. 


* * * 


YOU CAN deduct, for federal income 
tax purposes, the losses you suffered by 
foreclosing and selling mortgaged prop- 
erty only within limits of the capital loss 
provisions of the law. Foreclosure sales, 
the Supreme Court holds, are “sales or 
exchanges” of property within the mean- 
ing of the law. 


* * * 


YOU CANNOT own a wholesale gro- 
cery and a food brokerage house, buy 
through the brokerage firm and accept 
brokerage fees from the sellers. The Fed- 








Conclusions expressed in these 
paragraphs are based «spon deci- 
sions and rulings of courts and 
government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The United States News, 
on written request, will refer inter- 
ested readers to sources of this 
basic material. 











eral Trade Commission orders one firm to 
cease accepting brokerage fees on such 
purchases. 

* * * 

YOU CAN, perhaps, successfully resist 
a Labor Board order to place lawfully dis- 
charged union employes on a preferential 
rehiring list. A federal circuit court of ap- 
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U. S. Government Securities 
Bonds and Securities 
Loans and Discounts 


Stock in Federal Reserve Bank 
Bank and Office Building 


Capital Stock 
Surplus 
Undivided Profits 


Unallocated Reserves for Losses 


Deposits 


President - e 








Statement of Condition 
THE FIRST NATIONAL BANK of SAINT PAUL 


as of December 31, 1940 


RESOURCES 
Cash on Hand and Due from Banks 


Interest Earned but not Collected 
Customers’ Liability on Account of Acceptances, 
Letters of Credit and Foreign Bills 


LIABILITIES 


Reserve for Accrued Taxes, Interest and Expenses 
Reserve of Manufacturers and Others on 
Notes purchased from them 
Discount Collected but not Earned 
Acceptances, Letters of Credit and Foreign Bills 


Chairman, Board of Directors FREDERIC R. BIGELOW 


Member Federal Deposit Insurance Corporation 


AFFILIATED WITH FIRST BANK STOCK CORPORATION 


$81,803,571.77 
21,157,809.66 
4,420,652.63 
7,214,326.16 
203,552.69 


67,098.50 
360,000.00 
3,000,000.00 


$168,227,011.41 


$6,000,000.00 
6,000,000.00 
1,542,132.72 
813,575.81 
621,275.07 


573,725.02 
77,921.55 
67,098.50 

152,531,282.74 


$168,227,011.41 


RICHARD C. LILLY 

















40 


peals holds that the Labor Board has no 
authority to order such preferential re-em- 
ployment policies when no violation of the 
Wagner Act was involved in the dis- 
charges. 

* * * 

YOU CAN obtain a contract to con- 
struct an emergency defense plant without. 
agreeing to comply with the Walsh-Healey 
Public Contracts Act. The Labor Depart- 
ment announces that contracts for emer- 
gency construction are exempt from the 
act. 

* * * 

YOU CANNOT discharge members of 
one union in order to avert a threatened 
strike by members of a rival union unless 
you have a closed shop contract with the 
rival union. The Labor Board rules that 
such discharges are unlawful under the 
Wagner Act. 

* & & 

YOU CANNOT escape paying federal 
income taxes on the income from trusts 
which you have set up for the benefit of 
members of your family and which run for 
less than 10 years. A federal circuit court 
of appeals holds that such income is tax- 
able to the person who sets up the trust 
under the gross income provisions of the 
law. 

* * * 

YOU CAN hire guards to watch a plant 
producing goods on Government order 
without paying overtime for hours worked 
in excess of eight hours a day. The Public 
Contracts Division holds that the Walsh- 
Healey Act does not apply to guards, 
However, the Wage-Hour Division points 
out that the Fair Labor Standards Act 
does apply, and that overtime rates are 
effective on hours worked beyond 40 a 
week. 

* & # 

YOU CANNOT, for federal income tax 
purposes, take the full loss you suffered 
when you exchanged bonds for a sum less 
than they cost under a reorganization pro- 
ceeding. Such losses, the Supreme Court 
holds, are limited by the capital loss pro- 
visions of the income tax law. 


* * * 


YOU CANNOT advertise that you are 
making a half-price sale of your merchan- 
dise if, in fact, the offered price is your 
regular charge. A federal circuit court of 
appeals holds that such advertising is false 
and misleading under the Federal Trade 
Commission Act. 
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Plus and Minus 


Title Reg. Appl’d for U.S. Pat. Of. 








2201 M Street, N. W. 


Title Reg. U.S. Pat. Off. 


Step by step the defense program is taking the Government further and fur- 
ther into business. One of the latest developments is the President's proclama- 
tion imposing strict export license regulations on copper, brass, bronze, zinc, 
nickel, and potash. 











The immediate effect, as in the case of other commodities previously placed 
on the export control list, is to stop all exports of these commodities until the 
Government can determine whether any can be spared after the needs of the de- 
fense program are met. Up to now, trade estimates have indicated that stocks of 
these commodities were piled up in surplus amounts. But the trade estimates were 
based on civilian demand, and Government officials declare that military demand 
will take up practically all the slack. 














Business managements in 1941 already are facing increasing complexities in 
the problems of supplies and prices, not only of these commodities, but of others 
as well. Within the first week of the new year there were fresh reports of ris-=- 
ing prices and competitive bidding, coupled with confusion in defense procure- 
ment. In the ten business days from December 27 to January 8, the Bureau of Labor 
Statistics daily index of 28 commodities rose from 117.9 to 120.6. 








The situation brought official recognition in a conference between Defense 
Commissioner Leon Henderson and representatives of industry, in which Mr. Hen- 
derson threatened "drastic steps" to reduce steel scrap prices unless voluntary 
action were taken, and sought means of dealing with recent sharp advances in 
woolen goods prices. 





Steel scrap illustrates a condition which is gradually becoming more gen- 
eral: "Prices several dollars a ton higher than is necessary to bring out needed 
tonnage," dealers and suppliers "hoarding" scrap piles, consumers building up 
inventories=--result, an "artificial shortage." In woolen goods, price advances 
on autumn lines plus "high-pressure selling methods" have brought “an unneces- 
sary rush to cover." Only half of the rise is held justified by raw wool prices, 
with the Government accumulating a special reserve of 250,000,000 pounds of Aus-= 
tralian wool. 








The situation is peculiar in that finished goods and retail prices are ris= 
ing faster than raw materials--reverse of the ordinary procedure in a business 
boom. This shows that the main forces at work are not general scarcity of basic 
supplies, but "bottlenecks" in particular instances, efforts of dealers to cash 
in on increased consumer incomes, and confusion in defense administration. 











Trade authorities describe conditions in the machine-tool industry as 
otic" and "rapidly growing worse." Workings of the "voluntary" priorities 








THE TREND OF BUSINESS-- (Continued) 


tem are disordered, it is claimed, by the "indecision" of officials and frequent 
changes in specifications. Meanwhile, exports of metal-working machinery in 
November are reported at a new high of $27,400,000, most of which represented 
purchases by Great Britain. Inadequacy of coke supplies is noted, a result of 
increased requirements of pig iron, with imported coke from Britain in growing 
use. And now a shortage of planing-mill products is alleged to have been discov- 
ered, threatening to put a crimp in the housing program and sending the Defense 
Commission on a hunt for additional facilities. 








To discover and to foresee these disordered situations--which will spread-- 
is one of the more onerous responsibilities of businessmen, as the defense ef- 
fort develops. Britain's experience in failing to attain full productivity and 
smooth functioning of procurement, after 16 months of actual war, indicates what 
is ahead for this country. And much skepticism is expressed over the full or 
final effectiveness of the new four-man setup in the Office of Production Man- 
agement. On the other hand, “business apathy" is cited, not only by New Dealers 
but by some responsible business leaders, as partly accountable for the confu- 


Sion; and some outside the Government are saying it is "time to get tough" with 
industry. 











Extraordinarily high industrial activity through 1942 is the meaning for 
business of the President's $17,500,000,000 budget. This does not include funds 
for armaments "loaned" to Britain. If these come to $2,500,000,000 the budget for 
the year ending June 30, 1942, will look like this (in billions of dollars): ex- 
penditures 20, receipts 8.3, deficit 11.7. This compares with an estimated defi- 
cit of $6,189,000,000 for the current fiscal year and will nearly double the 
Government's "net contribution" to national income. 








Industrial production undoubtedly will rise very materially above present 
record levels. But with the Federal Reserve Board index for December at 136 or 
137 per cent of the 1935-39 average, we are already very close to practical 
capacity under existing conditions. It will be impossible to make much further 
headway until new factory space is brought into operation next spring and exist- 
ing plants are switched to a two or three-shift basis, six or seven days a week. 











An interesting point is the large amount of new corporate bonds, aggregat- 
ing around $200,000,000, slated to reach underwriters' hands this month. In- 
creased outlays for plant expansion definitely are foreshadowed. 





Oil industry seems to be in line for increased governmental attention. Lat-= 
est developments: (1) President Roosevelt's letter early this month to Repre- 
sentative Cole (sponsor of a bill for federal regulation), in which he states 
there is “urgent need of federal legislation to safeguard our petroleum supplies 
through prevention of waste .. ."; (2) Supreme Court decision of January 6 
holding that the Court is without jurisdiction to supervise the proration methods 
of a State regulatory body, the Texas Railroad Commission. 








This all seems to add up to the proposition that the States are neglecting 
conservation of oil resources and that the Federal Government is at present with- 
out power--despite the expanded commerce clause and property safeguards of the 
Constitution--to rectify State regulatory practice through the courts. Hence, 
apparently, an argument for federal control of the industry is supplied. 
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Statement of Condition, December 31, 1940 


RESOURCES 
CasH AND DuE From BANKS ..... . . « « « « « $1,672,535,043.37 
U.S.GoOvERNMENT OBLIGATIONS, DIRECT AND FULLY GUARANTEED -_1,098,107,661.27 
STATE AND MuniciPpAL SECURITIES .... . ‘ 131,015,063.03 
Stock oF FeperAL Reserve Bank . 6,016,200.00 
OTHER SECURITIES . 173,132,797.85 
664,189,467 .87 


Loans, Discounts AND BANKERS’ ACCEPTANCES. 





Banxina Houses . .....e« - 
OruerR REAx Estate . 
MortGaces ... 


CustToMErRS’ ACCEPTANCE LIABILITY 
Orner ASSETS ... 


LIABILITIES 


CapiraL Funps: 
CapiraL StocK .. . 
ne 
UnpIvIpDED PRoFItTs 


DivipEND PayABLE Fesruary 1, 1941 
RESERVE FOR CONTINGENCIES aa 
RESERVE FOR TAXES, INTEREST, ETC. 
Deposits . . ae 
ACCEPTANCES OUTSTANDING 


. 


. . . 


LiaBILITY AS ENDORSER ON ACCEPTANCES 


Oruer LIABILITIES... 


35,302,430.54 
7,370,349.59 
10,379,106.94 
15,987,575.78 

‘ 10,367 650.56 
"$3,824,403,346.80 





$100,270,000.00 
100,270,000.00 
$6,212,199.17 





AND ForEIGN BILLs 


236,752,199.17 
5,180,000.00 
11,271,350.40 

; 1,396,654.73 
. 3,543,337,564.42 
17,854,436.92 
230,671.42 
8,380,469.74 
$3,824,403,346.80 





United States Government and other securities carried at $181,325,330.00 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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Enchant 


came from the witch’s song 


O be enchanted, in the usual modern sense, is to 

be highly delighted or charmed—something very 
different from the original meaning. The word is 
ultimately descended from the Latin cantare, “‘to 
sing’; more immediately from its derivative incan- 
tare, ‘“‘to chant or utter a magic formula over or 
against one,” “‘to bewitch.” This became Old French 
enchanter, which English borrowed as enchant. The 
first English meaning was still close to the original: 
“to act on by charms or sorcery.” Today enchant is 
used figuratively to mean “to enrapture,”’ as with 
music, beauty, or the like. 

This is one of the thousands of interesting word 
Origins given in the unabridged Merriam-Webster, 
WeEBsTER’s NEW INTERNATIONAL DICTIONARY, 
Second Edition. This great reference book provides 
a wealth of general information. It contains 600,- 
000 entries—122,000 more entries than any other 
dictionary. 12,000 terms illustrated; 3,350 pages. 
WARNING: The only genuine Webster is the 
MERRIAM-Webster. Look for the Merriam-Webster 
name and circular trade-mark on the cover. Ask 
your bookdealer to show it to you. Write for free 
illustrated booklet of interesting word origins to 





G. & C. Merriam Co., 608 Federal 
Street, Springfield, Mass. 


Copyright, 1941, by G. & C. Merriam Co, 


the Genuine Webster 


WEBSTER’S 
NEW INTERNATIONAL 
DICTIONARY 


Second Edition |] 


Changes of Address | 


Notice of change of address should be 
sent not less than two weeks prior to the 
date change becomes effective. Send 
the address at which copies are now 
being received and the new address | 
at which you wish to receive copies. 
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The Nazi Envoys in Washington: 
Friendliness Under Difficulties 


Diplomats from various countries of the 
world were among the most attentive 
listeners when President Roosevelt ad- 
dressed Congress on the state of the union 
last week. His message contained ringing 
words on the menace of Nazism to the 
United States—but Dr. Hans Thomsen, 
the German charge d’affaires, was not 
there to hear. Neither was any of the 
staff members of the German embassy. 

Absence of the German diplomats called 
attention to the growing embarrassment 
from which they suffer as relations between 
the Nazi leaders and the United States be- 
come more and more strained. 

How does it seem to be an official 
representative in a foreign country with 
which one’s own country is not on friend- 
ly terms? What kind of life does one lead? 
Does one have social contacts as usual? 
And what about the children’s educa- 
tion? 

The fact is that there is little of gaiety 
these days in the red-brick German em- 
bassy on Massachusetts Avenue. The 
rooms are plainly furnished—and_ there 
is an unmistakable air of austerity that 
suggests the restraints of wartime. Pic- 
tures of Hitler, stern-faced, adorn the 
walls. Footsteps sound loud and harsh 
on the bare floors. The front entrance is 
kept locked and visitors are admitted only 
after ringing a doorbell. The locked door 
is opened for them when they leave. 

No receptions or parties have been giv- 
en at the German embassy since Hans 
Heinrich Dieckhoff, the ambassador, was 
recalled to Berlin late in 1938. 

The usual diplomatic reception at the 
White House has been cancelled this year 
and thus the members of the German 
staff will be spared a face-to-face meeting 
with their old acquaintances from coun- 
tries at war with Germany or already con- 
quered. In diplomatic circles, Herr Thom- 
sen and his associates have practically no 
contacts except with the representatives of 
countries friendly to Germany. They meet 
most frequently with the Italian diplo- 
mats, less often with the Japanese. They 
were conspicuously present at a big re- 
ception given at the Soviet embassy not 
long ago. Herr Thomsen and Constantine 
A. Oumansky, the Russian ambassador, 
entertain each other at dinner in small 
groups two or three times a year. The Ger- 
mans also have some contacts with the 
diplomats from such Balkan countries as 
Bulgaria and Yugoslavia. 

As the officials of the State Department 
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see more and more of the British diplo- 
mats, they see less and less of the Ger- 
mans. Sometimes the Germans have tea 
with the staff members of the State De- 
partment’s European Division, with which 
they naturally have dealings. 

Denied the usual social contacts of for- 
mer years, the German diplomats and 
their families associate for the most part 
with each other. Anyway, time to play is 
scarce, for there is much activity at the 
embassy and the hours of work stretch into 
the evening and often include Sundays. 

“Tt would not be true to say that every- 
thing is the same,” commented one em- 
ploye who has been in the U.S. for most 
of the last 10 years. “But we are not en- 
tirely isolated. When my family moved 
out to the suburbs not long ago, a neighbor 
called on us and we returned the call.” 

Several of the embassy staff members 
have American wives. One of these is Vice 
Admiral Robert Witthoeft-Emden, the 


naval attache, who acquired an American 
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bride when he attended the naval maneu- 
vers at San Diego, Calif., two years ago. 
During the World War the Admiral was an 
officer on board the German raider Emden, 
and was taken prisoner when the raider 
was captured by the British. Later, in the 
twenties, the then President von Hinden- 
burg signed an order permitting all the 
veterans of the Emden’s crew to affix the 
name of the ship to their own surnames. 
That is why the Admiral has a double 
surname. 

Admiral Witthoeft-Emden has numer- 
ous friends among American naval offi- 
cers and he keeps many of these contacts. 
But, in the season’s round of social af- 
fairs, some of the usual invitations are 
missing. 

Another staff member with an American 
wife is Karl Resenberg, one of the “first 
secretaries.” Still another is Ernst Hepp, 





—Wide World — 
HERR HANS THOMSEN 
The front door is locked 


who keeps the embassy in touch with the 
American press. Herr Hepp married a 
Denver girl four years ago. 

Children in families of the embassy 
staff are less isolated than their parents. 
In most cases they are attending public 
schools in Washington or in nearby Vir- 
ginia or Maryland. Some of them speak 
English better than they do German, and 
would not speak German even at home if 
their parents did not insist. 

Hildegard von Boetticher, the daugh- 
ter of General Friedrich von Boetticher, 
military and air attache, is attending a 
private girls’ school in Virginia. Lotte 
Dieckhoff, daughter of the absent ambas- 
sador, was graduated in 1939 from the 
Madeira School, located in Virginia just 
outside Washington. 

Herr Thomsen came to the embassy as 
counselor in 1936. Many others of the 
staff of around 50 are young people who 
have been sent to this country by the 
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Hitler regime. But several of the staff 
were connected with the embassy for years 
before Hitler came to power. One of these 
is Wilhelm Tannenberg, another of the 
“first secretaries,’ who came to Wash- 
ington in 1922. 

In close contact with the embassy but 
not a member of its staff is Kurt Sell, 
veteran newspaper correspondent. He has 
been reporting Washington news for Ger- 
man papers for 15 years. He is now at- 
tached to “DNB”—the German News 
Bureau. He is a member of the Washington 
press gallery and attends President Roose- 
velt’s press conferences regularly. 

American visitors to the German em- 





bassy are treated courteously, and it is 
obvious the Germans want to be friendly. 
What is construed as an official gesture 
of friendship was made by the German 
Foreign Office recently when it elevated 
Herr Thomsen to the rank of Minister, 
First Class. 

Unhappy as some of the German diplo- 
mats in Washington are over the growing 
tension between their government and 
the United States, they are inclined to 
cling to fundamental human values. 

“The war has been going on quite a 
while,” said one of them, “but some of 
our friendships with Americans have been 
going on longer.” 
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RESOURCES 


Cash and Due from Banks................. $ 670,627 ,860.63 
United States Government Obligations, 
Direct and Fully Guaranteed..... ....... 675,321,191.95 
Other Bonds and Securities................ 64 861,404.98 
er 188 ,836,340.37 
Stock in Federal Reserve Bank............ 2,700,000.00 
| Customers’ Liability on Acceptances....... 350,201.56 
Income Accrued but Not Collected......... 2,427 ,023.80 
RE GE ci ch cdidcadessnc ins iienees 12,300,000.00 
Real Estate Owned other than Banking House 2,580,097 .66 
$1,620,004,120.95 
LIABILITIES 
ey ee :eaiameaehees sone $1,491,577,547.86 
IIE 5 i554 6 cknSehandennedeseeeens 401,078.03 
Reserve for Taxes, Interest and Expenses... . 5,031,355.80 | 
Reserve for Contingencies ..............+4. 17,515 ,837.08 
Income Collected but Not Earned.......... 256,438.72 
I Ia o nssdcie de suscsacesesensase 50,000 ,000.00 
PN i iicadw ene aiee eet eekWeaeeuue enn 40,000 ,000.00 
Undivided Profits......... sicelactetininblesiciai 15,221,863.46 | 
$1,620,004,120.95 





United States Government obligations and other securities carried 
at $172,718,556.03 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law 
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Inaugurating the LITCC 


By Our Committee to Cover the Inauguration 


To The Managing Editor 
The United States News; 
Dear Boss: 

Thank you very much for assigning the “Life in the Capital” 
department to cover the inauguration. We had a staff meeting 
to discuss the job in Potomac Park until the cops chased us 
in the belief we were another bonus army. However, our con- 
ference was successfully completed in the Department of 
Labor cafeteria, where everybody believed us to be organizing 
another defense workers’ union and left us undisturbed. 

Somebody said this inaugural was a unique occasion of vast 
hysterical importance and maybe it ought to be recorded for 
The United States 
News’s posterity 
by somebody who 
is a_ professional 
writer, and sug- 
gested we _ hire 
Alec Woolcut be- 
cause he is an ex- 
pert on ghost sto- 
ries and making 
the flesh creep. But 
I said no, Boss, like I knew you would want me to say, on ac- 
count of a guy with a name like Woolcut would make the 
Wyoming sheep-growers mad and have a depressing effect on 
the textile market. Alec Woolcut, indeed! 

So we decided not to hire Alec Woolcut, or whatever his 
name is, even though our men’s fashion editor, said if anything 
was done about a wool-cut that we ought to buy a hair-cut for 
a couple of them economists over at the Treasury. 

“What about a short-cut to the Treasury?” asked Theodore 
Tuppence, our financial expert, so we asked the cashier of the 
cafeteria to point us out a short-cut to the Treasury, and 
she said there wasn’t any unless we were farmers. 

But about covering the inaugural. I said we had to decide 
who would cover it, and Stepin McScanty, the sports editor, 
said he would cover anything if the odds wasn’t too long, but, 
as was pointed out to him, the inauguration wasn’t a sporting 
event because the race was over November 5, so we took a 
vote to see who would cover it, and the way it came out, every 
member of the “Life in the Capital” staff got one vote. 

So we took another ballot and this time everybody got one 
vote except me. I got two. I started to make a speech of 
thanks for the honor accorded me by my co-workers, when 
somebody discovered that one more vote had been cast than 
there was members of the staff, so it was moved and seconded 
that a committee be appointed to cover the inaugural and 
that was carried with only one dissenting vote. As fashion 
editor “Butch” Hooligan pointed out, committees are all the 
rage now, what with the Committee Against Foreign War, etc. 

Incidentally, anybody with sense is for war, because who 
wants a war in this country? So let us have a great patriotic 
Committee For Foreign War, and make sure the wars are 
kept foreign. 
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And there ought to be a Committee to Put More Smoke 
and Less Fire in Fireside Chats, and a Committee to Decide 
What Side the 
Fireside Is On. 

I could go on 
committing com- 
mittees all night, 
boss. I wonder 
when the Repub- 
lican National 
Committee is go- 
ing to appoint that 
Committee On 
What Not to Do With the Willkie Clubs? 

What do you think of a Committee on Measures Short of 
Peace, to help us through these difficult days? Or a Com- 
mittee to Commit All Committees to the Ashcan? 

I think we got something there, if you got the ashcan. 
What this country needs is a Committee to Defend America 
Against All Other Committees. ACTDAAAOC, for short. 

(Let’s see if the printer got that right. ACTDAAAOC. 
Okay. But it is not very for-short.) 

Maybe what is wrong with our Government is all these 
committees keeping our Congressmen and legislators whirling 
around in nervous fits saying yes to them all. Maybe a better 
name for our organization would be the Committee Against 
Committees Keeping Legislators in Nervous Gyrations. 

That would be, in abbreviation—let’s see, now—CACKLING. 

Perfect! That’s snappier than any alphabetic combination 
Mr. Roosevelt ever thought up. Can’t you see it sweeping the 
country like a feather duster? Some one representing a com- 
mittee against this or that comes up to you, tough-like, and 
snarls: “What do you stand for?” So you say: “CACKLING!” 
And he says: “What?” So you tell him again. And then he 
probably says: “Why don’t you go lay an egg, then?” 

Anyhow, boss, your confidence in this department has not 
been misplaced, as you can see. We are going to cover this 
inaugural for you like the tent covers the circus, and the freaks 
won't be in any side show, either, you can bet. 

Incidentally, I was looking through the World Almanac for 
a recipe for curing black eyes on committee chairmen, and I 
ran across an odd 
piece of informa- 
tion. Do you know 
FDR is the first 


man ever to be in- 


INAUGURAL. 
PAX RADE 











augurated Presi- 
: Two TERM dent three times 
TRADITION: For before he finished 


VICE P@ESIDENTS his first eight 


years? Get Ripley 

to figure that out. 

If you will please let us know where and when this in- 
augural is being held, we will go to work on it at once. 


Yours, LITCC 





THE UNITED STATES NEWS 





Ola atin 





 _— 


- 


iS 





rath 


ake elie 


Belly aha 2D iaw o s 


a 





“The Yeas 
and Nays” 
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Eprtor’s Note: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


What Americanism Means 


Sir:—Enclosed is my own definition of 
“Americanism”—a subject to which we all 
are, or should be, particularly alert just 
now: 

Life, liberty and the pursuit of happi- 
ness; life instead of mere existence, a life 
which precludes insecurity and unsanitary 
and unwholesome conditions of living; lib- 
erty instead of license, a liberty which 
precludes crime and lawlessness and graft 
and anarchy; and the pursuit of happiness 
instead of mere gratification of the senses, 
a happiness which leads to a higher plane 
of social and political intelligence, a shift 
of emphasis from things to thoughts, from 
material success to a better understanding 
of man’s relation to man and man’s rela- 
tion to his God. 

Portland, Ore. Dr. Dorotny REED 


* * * 


International Mortgages 


Sir:—When I want to borrow money I 
can borrow only 40 per cent of the actual 
value of real estate. Why not nations the 
same? Let us take a first mortgage on 
Canada, for the total of the British First 
World War debt, due in 10 years. We 
should profit by experience. For new loans 
let them give us mortgages on Newfound- 
land, then Bermuda and the West Indies 
possessions, and Australia and New Zea- 
land, at such figures as a joint commission 
of the two nations shall agree on. These 
mortgages to be due in 10 or 20 years at 
a reasonable rate of interest. 

Why not deal as a business? Not that 
we want these possessions, but we should 


have security in order to continue business ° 


nationally. Let us have “real estate” se- 
curity for money loaned. 


Mandan, N. Dak. Earu E, Buckiin 


* * * 


Denying Right of Vote 


Sir:—Commenting on the recent letter 
of Erling O. Grimestad (U.S.N., Dec. 20), 
declaring that denying those on relief the 
right to vote would in his opinion be un- 
constitutional and un-American, it may 
prove of interest to him and other readers 
to learn that the right to vote is denied 
to soldiers and seamen in Indiana, Mis- 
souri, and Oregon. 

West Somerville, Mass. Encar J. Roiiins 


JANUARY 17, 1941 47 











Advertisement 





Arnold Genthe 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


Warld Headquarters Building, 590 Madison Avenue, New York, N.Y. 








Is Jones One Of 
Your Key Men? 


You can lessen the blow 
his sudden demise might 
cause by insuring his life 
for the benefit of the firm. 


Ask about 


4/4 . 4 
Business Insurance 


ted) rudential 
Susurance ¥ Company of America 


Home Office, NEWARK, N. }. 























Title Reg. U.S. Pat. Of. 


__— Kashingion Wmsperr— 


‘Padding’ in Defense Budget . . . Knudsen-Hillman Split 
. . » Money Power for FRB Opposed 


On Labor Clause 


President Roosevelt is assuring New 
Deal leaders that labor will have a 
direct and equal voice with industry 
in decisions growing out of defense. 


xk * 


Mr. Roosevelt looks to Sidney Hill- 
man as the man who will fill in this 
country the role played in England 
by labor’s Ernest Bevin. Britain’s 
Prime Minister has just elevated Bev- 
in to directorship of the British pro- 
ductive effort. 


* & ® 


Ire of some of those in the higher 
New Deal circles now is directed at 
a group of Defense Commission law- 
yers who sought to draft an execu- 
tive order that would have given Wil- 
liam Knudsen the No. 1 position in 
the new Office of Production Man- 
agement, with Sidney Hillman in a 
subordinate post. Mr. Roosevelt ig- 
nored this draft and had Attorney 
General Jackson do his drafting for 
him. 


xk 


If a decision comes in the long fight 
over Hillman’s insistence that each 
defense contract contain a _ clause 
binding the contractor to labor law 
adherence, it will be a White House 
decision. Reason is that Hillman and 
Knudsen continue divided on that 
issue. 


xk 


High Navy officials are becoming a 
bit irritated at the slowness with 
which British authorities are acting 
in transfer to U.S. of two or three 
important sites for naval and air 
bases in this hemisphere. Britain has 
received the last of the U.S. destroy- 
ers traded for these sites. 


x *k * 


Talk is that Nazi agents in this coun- 
try are reporting to Berlin that 
American production will not be 
great enough to be of material aid to 
Britain until October; that Hitler, 
basing plans on that information, 
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will have to act before that date— 
either invade England or intensify 
war of attrition by all-out plane and 
submarine attacks. 


xk & 


President Joosevelt is carefully 
avoiding letting ex-Senator Sherman 
Minton, whom he has just named an 
administrative assistant, become 
known as a “liaison man” with Con- 
gress, because of bad reaction on the 
part of Congressmen to White House 
liaison men in the past. 


x *k * 


German citizens in Washington who 
are familiar with Japanese affairs 
privately express doubt that there 
will be war between the United States 
and Japan in the near future, hold- 
ing that Japan is not strong enough 
at present to feel like starting a war. 


x k * 


President’s budget of defense ex- 
penditures for the next year admit- 
tedly is “blown up a bit.” Purpose 
is to provide the maximum of funds 
that might be spent under war con- 
ditions. 


xk k* 


Many members of Congress are jolt- 
ed by the discovery that the question 
of war or peace is being discussed in 
the executive branch of the Govern- 
ment with little reference to the atti- 
tude of the nation’s legislature. 


x * * 


Original National Defense Commis- 
sion appears today to be floating in 
space without recognizable powers, 
now that Mr. Roosevelt has outlined 
powers of the new Office of Produc- 
tion Management (OPM). 


x ke * 


Tom Corcoran had a hand in prep- 
aration of the memorandum that out- 
lined White House ideas about the 
legislative form that the lend-lease 
plan should take. 


Ex-Senator Minton will take over 
many of the duties that Corcoran 
performed as White House handy- 
man in the days when he acted as 
agent in performing confidential 
duties. Minton will be one of the 
President’s administrative assistants, 


x kk 


Harry Hopkins really short-circuits 
the diplomats in his mission to Lon- 
don. There are many highly con- 
fidential things that Mr. Roosevelt 
wants to learn from Mr. Churchill 
that cannot readily be trusted to any 
but a very personal emissary. 


xk * 


Secretary of Agriculture Claude R. 
Wickard is understood to have been 
assured by President Roosevelt that 
he will be retained in the Cabinet. 
Appointments and decisions within 
the Department of Agriculture which 
have been hanging fire are now being 
made. 


xk * 


Treasury and White House are mak- 
ing it clear that they view with dis- 
favor any centering of power over 
money in the Federal Reserve Sys- 
tem—out of control of the Executive. 
Reason given is that the Executive is 
not going to give up any real powers 
in time of emergency. 


xk 


Republicans in Congress who are 
supporting the President’s foreign 
policy are hoping that Democratic 
rather than Republican isolationists 
will lead the fight against the lend- 
lease plan. 


xk 


Rumors that either Col. William J. 
Donovan, a Republican, or John G. 
Winant, likewise a Republican, may 
be sent to England as ambassador 
are making Democrats ask what kind 
of Administration the Roosevelt Ad- 
ministration has become. 
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How chemistry “puffs up” ordinary 
white sand into a useful product 
lighter than a feather, more porous 


than a sponge... 
Powdery and almost without weight, it 
looks more like fresh fallen snow than 
the chemical skeleton that it is. Throw a 
pinch of it into the air, and it disappears 


like smoke. Pour it out upon a flat dry 
surface and the tiny particles tumble 


over each other and spread out to form 
a thin pancake. 

A strange actor, this new form of mat- 
ter developed by Monsanto and nick- 
named Santocel! Born of common sand, 
which has been “ puffed up”’ by a special 
chemical process, Santocel consists of 
hollow particles so small they are unseen 
even beneath an ordinary microscope. 
Yet, with all its smallness, this feather- 
light skeleton has exhibited such unusu- 
al properties that it promises to have a 
variety of industrial applications, from 
heat insulator to bulking agent, from 
anti-caking ingredient for powders to 
flatting agent for lacquers. 

Already, manufacturers of furniture 
and leather finishes are using Santocel 
to give a matte surface, as the translu- 
cency and lightness of this new form 
of matter provide a hand-rubbed ap- 
pearance without any actual rubbing 
operation. Since Santocel is produced 
by an entirely different chemical pro- 
cess, it has other advantages over pre- 
viously used flatting agents in that its 
lightness and porosity keep it from 
settling and manufacturers are able 


to use less. 
The story of Santocel and its uses is not 


half-told ... nor will it ever be, so long 
as industry continues its never-ending 
discovery of new services for mankind 
from all the products of chemistry. 
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TO THE CARIBBEAN AND SOUTH AMERICA 


@ 12 day cruises to Bermuda, Curacao, La Guaira and Puerto 
Cabello with optional 2 day 160 mile Grand Tour thru the 
Venezuelan Andes by auto to Caracas, Maracay and Valencia. 
Also 6, 12 and 19 day all expense Bermuda cruises. 

@ 24 day cruises to Ecuador and 58 day cruises to Peru and 
Chile, visiting en route Panama Canal, Colombia and Ecuador. 
Cruise-tours ‘Round South America. 

SAILINGS EVERY FRIDAY FROM NEW YORK. NO PASSPORTS REQUIRED. 
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AMERICA 


@ Splendid American Flag Santa ships, built especially for 
tropical cruising: every room outside with private bath; dining 
rooms on promenade decks with casement windows and roll 
back domes; outdoor tiled swimming pools. 


See your travel agent or Grace Line, 
Rockefeller Center or 10 Hanover 
Square, New York; Boston; Pittsburgh; 
Washington, D.C.; New Orleans; Chic- 
ago; San Francisco; Los Angeles; Seattle. 





